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A National Fuel Policyt 


By ROBERT M. WEIDENHAMMER* 


I. Coal in the National 
Fuel Economy 


HE industrial development of this 
nation has been characterized by a 
tremendous and steady increase in the 
application of power to supplement and 
supplant human energy. Since time im- 
memorial—next to human _ exertion— 
work animals, wood fires, waterfalls, and 
the wind have furnished the sources of 
energy. Up to the turn of the nineteenth 
century, coal was used but little. Total 
production in 1793 was reported as 63,000 
tons. Coal was found easily enough and 
its heating qualities had been known for 
centuries. Mines were not hard to drive 
into the hills. What delayed the intensive 
use of coal and the industrialization of the 
country was lack of transportation facili- 

* Washington, D.C. 

+ This is the first of a series of articles dealing 
with the impact of war on our mineral resources. 
The place of coal in a national fuel policy is dis- 
cussed in general terms here. Subsequent writings 
will accord separate treatment to anthracite, bitu- 


minous and coking coal, our petroleum resources, 
and the iron ore reserve. 


ties. For this reason, the first mines were 
developed close to the banks of the James, 
the Susquehanna, the Monongahela, the 
Ohio, the Kentucky, the Cumberland, and 
the Big Muddy Rivers. 

It was not until the 1830’s that the ex- 
pansion of canals and the building of rail- 
roads connected the coal fields with the 
cities of the Atlantic coast. Industrializa- 
tion then got its big impetus. From year 
to year the use of coal as the predominant 
source of power and heat grew. By the 
turn of the twentieth century, about 89 
per cent of all energy was supplied by coal, 
with only 9 per cent being furnished by 
oil and natural gas, and 2 per cent by wa- 
ter power. Table I indicates how the role 
of coal as an energy source declined after 
the turn of the century to reach a low 
point of 45.6 per cent in 1938. With 1939 
the trend was upward again and in 1943 
it may easily reach a level not witnessed 
since 1926, 

Coal Reserves. The heating value of 
coal depends on its carbon and available 
hydrogen contents. Carbon is extracted 
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TABLE I. Sources OF ENERGY IN THE UNITED STATES? 








Anthracite | Bituminous Total | Domestic | Natural Total Oil 
Coal? Coal” Coal? Oil Gas and Gas 


1901-05 18.0% 70.6% 88.6% 6.1% 3.2% 9.3% 
1906-10 15.9 70.5 86.4 7.5 3.4 10.9 
1911-15 69.0 83.5 8.9 3.7 13.0 
1916-20 F 67.8 80.0 10.5 4.0 15.9 
1921-25 ; 59.2 69.1 13.2 4.8 25.7 
1926-30 , 54.4 62.7 21.5 7.0 30.2 
1931-35 p 46.1 53.4 26.7 9.1 37.0 
1936 : 47.2 53.3 27.1 9.6 37.4 
1937 : 45.0 50.4 29.6 10.0 40.2 
1938 : 40.1 45.6 32.0 10.8 43.6 
1939 , 41.9 47.6 30.9 10.8 42.5 
1940 F 43.8 48.8 29.9 10.6 41.5 
1941 : 46.1 51.2 29.0 10.2 39.2 


Source: U.S. Bureau of Mines and Bituminous Coal Division. Fuel equivalent: anthracite—13.600 B.T.U. per lb.; bitu- 
minous coal—13,100 B.T.U. per lb.; petroleum—6,000,000 B.T.U. per bbl.; and natural gas—1,075 B.T.U. per cu. ft. 

> The author takes exception to the assignment of the B.T.U. value to anthracite and bituminous coals. It seems that the 
present production of bituminous coal has at least an average to B.T.U. content of 13,500 as compared with an average 
for the total anthracite output of only about 13,000. Bituminous coal production in 1942, amounting to ten times the output 
of anthracite, would not only change the relative B.T.U. rating of the two coals but also increase to a considerable degree 
the percentage of energy contributed by coal in the above comparison. 
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from the carbon dioxide of the atmos- 
phere by the protoplasm of plants. The 
green chlorophyl in the plants puts sun- 
light to work gathering carbon atoms 
from the air. Carbon represents, there- 
fore, “‘solidified sunlight.” Or, to use an- 


other illustration: Coal deposits are gi- 
gantic storage batteries of solar energy; 
5-8 feet of masses of living plants had to 
be compressed by the weight of the over- 
lying earth for some 200-250 million years 
to produce one foot of the seams of coal 
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Prepared by the Geological Survey, Department of the Interior. 
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we mine today. Diamonds are carbon in 
pure crystalline form. “Black diamonds,” 
or coals, are ranked according to their 
carbon content with anthracite at the top 
of the list. Anthracite, as found in Rhode 
Island, contains so much carbon that it 
burns very slowly.’ Anthracite from 
Pennsylvania is standard anthracite, with 
Virginia anthracite forming the geological 
bridge to the low volatile bituminous coals 
of Eastern Pennsylvania. The highly vola- 
tile bituminous coals of Western Pennsyl- 
vania, West Virginia, Kentucky and Illi- 
nois are followed in rank by the lignite of 
the Dakotas, the “brown coal” of Texas, 
and finally, peat and wood. (The accom- 
panying map gives the location of the coal 
fields of the United States.) The heating 
value of anthracite is not so great as that 
of bituminous coal because of its lower 
available hydrogen content. Anthracite 
burns more slowly than bituminous coal 


* Oliver Wendell Holmes is said to have made the 
statement that at Judgment Day everything would 
be consumed by fire with the possible exception of 
Rhode Island anthracite. 
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and is therefore better qualified for do- 
mestic use. Housewives and city fathers 
especially appreciate its lack of soot and 
dust in the air. 

The shortage now developing in the 
supply of fuel oil and gasoline is due, not 
to the present exhaustion of these natural 
resources, but merely to difficulties in 
transportation from fields of production 
to the consumers’ markets. However, this 
“artificial” shortage should serve as a re- 
minder that a really long-range policy 
looking toward the best use of our natural 
resources should not overlook the fact 
that coal reserves are 98.9 per cent of our 
total reserves of all fuels, in terms of heat- 
ing value. 

Anthracite, at the present rate of use, 
might last somewhere between 50-100 
years, while bituminous coal promises to 
give us heat and energy for a thousand 
years to come. Natural gas may be scarce 
in 30 years and crude oil in five or ten 
years, while good coking coal—the base 
for all metallurgical and many chemical 
industries—is beginning to present a 


TABLE II. ReEsERvES oF MINERAL FUELS AND THEIR IMPORTANCE 
IN TERMS OF HEAT VALUE® 








Proven 


Reserves 


Estimated Heating Value __ 
Trillions of Per Cent of 
B.T.U. Grand Total 








Tons 
Anthracite 
Bituminous coal 

Sub-bituminous coal 
Lignite 








15,415,622,000 
1,407,808,291,000 
818,083 ,894,000 
939,457,443,000 


0.6 
55.9 
22.9 
18.6 


395,557 
38,578,947 
15,543,594 
12,588,730 


98.9 


3,180,765,250,000 
Barrels 
15,500,000,000 
Cubic feet 
66,000,000,000,000 
Barrels 
92,000,000,000 


Total coal 67,106,828 


Petroleum 97,650 0.1 





Natural gas 74,603 0.1 





Oil in shales 579,600 
All fuels 67,858,681 


"Source: Energy Resources and National Policy, Report .to the National Resources Committee, January, 


0.9 
100.0 


1939, p. 54. 
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problem of early exhaustion. A survey is 
now being made which will appraise the 
potential shortage of good coking coal de- 
posits in this country. 

Chart I shows the relative contribution 
of bituminous coal and lignite, of crude 
oil and of anthracite, to the national fuel 
economy during 1942 and the first two 
months of 1943. The weekly output of 
the different minerals is shown in terms 
of million net tons per week. The crude 
oil produced has been converted into equi- 
valent B.T.U. values, assuming 6,000,000 
B.T.U. per barrel of crude oil and 13,000 
B.T.U. per pound of coal. The chart was 
obtained by putting together two separate 
charts as published by the Bituminous 
Coal Division of the U.S. Department of 
the Interior. However, the author would 
like to take exception here (as in Table I) 
to the assignment of only 13,100 B.T.U. 
per pound of coal. In his opinion, the av- 
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erage B.T.U. content of all coal produced 
in 1942 was much closer to 13,500. 


The chart shows clearly that bitumi- 
nous coal production is ten times as large 
as the anthracite output and twice as large 
as the crude oil production. The chart 
also shows that during the first two 
months of 1943 it was the bitumi:ious coal 
industry that made the strongest effort at 
a new peak in output. 

The figures for natural gas and for 
waterpower are not available for 1942 as 
yet, but they both would run somewhat 
above the 2 million net ton B.T.U. equiv- 
alent level. 


IT. Present and Prospective Position 
of Crude Oil Production 


The annual reports of the oil companies 
for the year 1942 joined into a chorus 
warning the country of an impending 


BITUMINOUS COAL AND LIGNITE PRODUCTION 
TOTAL WEEKLY OUTPUT 


MILLION NET TONS PER WEEK ~ 


CRUDE OIL PRODUCTION 
TOTAL WEEKLY OUTPUT - AP. 1. 
COAL EQUIVALENT 


1942 OIL 


MILLION NET TONS PER WEEK 


ANTHRACITE COAL PRODUCTION 


TOTAL WEEKLY OUTPUT 





MILLION NET TONS PER WEEK 
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TABLE III. PreseENT PosITION oF CRUDE O11 PRODUCTION 








Total 
Wells 
Drilled 





Proven 
Reserves 


Million Barrels 


Total 
Production 





U.S. Average 
Price per 
Barrel 


33,075 
27,493 
27,717 
30,040 
32,140 
17,953 








17,751 
19,406 
18,483 
19,025 
19,589 
20,083 


1,513,340 
1,373,060 
1,294,470 
1,385,440 
1,570,000 
1,385,479 














shortage in crude oil reserves. It is not 
unlikely, however, that this alarming pre- 
diction is discounted by public opinion as 
just another “wolf, wolf” scare. At first 
glance it seems highly contradictory in- 
deed that the oil industry (under the au- 
thority of the Petroleum Administration 
for War and the Interstate Oil Compact 
Commission), working under a strict pro- 
ration system of curtailed production, re- 
ports for 1942 a new high in proven re- 
serves of crude oil and, at the same time, 
raises a mighty hullabaloo about an im- 


pending oil shortage. Tables III and IV’ 


may help toward an understanding of 
these seemingly irreconcilable conten- 
tions or situations. 

Table III shows that the proven re- 
serves were increased by 493,497,000 


barrels, as 1,878,976,000 were found and 
only 1,385,479,000 taken out of the 
ground. However, of the 1,828,976,000 
barrels found, only 317,000,000 (see Ta- 
ble IV) were from newly discovered oil 
fields, while the remainder was due to up- 
ward revisions of estimates of reserves in 
fields discovered prior to 1942. As Table 
1V plainly shows, beginning with 1938 
we have not discovered as much oil in new 
fields as we took from the old fields. 

This statistical evidence seems to ex- 
pose the industry as unduly alarmist. 
However, even presently-known reserves, 
at current annual rate of consumption, can 
last only another 14 years. Production will 
fall off sharply once flush production has 
ceased, as pumping production cannot be 
accelerated to any degree by technical de- 


TasiLe IV. Future Position or Crupe O11 PropuctIion* 
(Results of Exploratory Drilling) 








Total 
Wildcat” 
Wells 
Drilled 


Successful 
Wildcats 


Total New 


Number 
New 
Fields 
Discovered 


Reserves 
Discovered‘ 
(Million 
barrels) 


Discovered 
Per Field 
(Million 

barrels) 





2,224 222 
2,638 294 
2,589 224 
3,038 302 
3,264 503 
3,045 493 











86 
104 
104 
148 
166 
170 
217 
209 
261 


1,699 
1,934 
1,894 
2,119 
1,894 
943 
945 
361 
317 





19.7 
18.6 
18.2 
14.3 
11.4 
5.6 
4.3 
1,7 
1.2 








* From statement of E. Degolyer, Assistant Deputy Petroleum Administrator, 


Engineers, February 17, 1943. 


>A well is defined as a wildcat if it is drilled more than two miles away from a productive well. 


© Revisions, extensions and new horizons are credited back to y ar ot field discovery. 


before American Institute of Metallurgical 
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vices. Even with pumping and repressur- 
ing devices, output will continue at a de- 
clining rate for 25 to 40 years to come. 

The case of the alarmists has been 
weakened, of course, by the fact that the 
threat of an early exhaustion of the crude 
oil reserves has been used before by the 
industry to hold or to increase crude 
prices. This bugaboo is almost as old as 
the industry itself. When some oil wells 
near Titusville gave out, others were 
found in that region. And when Pennsyl- 
vania’s output seemed to have reached its 
peak, new fields were found in Ohio, 
West Virginia and Kentucky. Later, much 
larger ones were found at Spindletop near 
Beaumont, Texas, in the Mid-Continent 
field, in California, East Texas and all 
along the Gulf Coast. The greatest pro- 
gress in the discovery of oil was made 
during the twenties and thirties, when 
geophysical research made wildcatting a 
profession rather than a gamble. Yet 
every field which is found diminishes the 
chances of finding another one; and the 
odds favor the assumption that we have 
passed the peak of discoveries! In the oil 
game, too, we no longer have an unex- 
ploited frontier. 

What, then, can the industry do—what 
can federal policy do—to plan ahead and 
to meet the country’s need for liquid 
fuels? First of all, the industry wants to 
drill more wildcats; and the Petroleum 
Administration for War, in recognition 
of the need of new discoveries, has recom- 
mended the drilling of 4,500 wildcat wells 
during 1943, as compared with the 3,045 
completed last year. 

Secretary Morgenthau opened the Sen- 
ate Hearings on the Revenue Act of 1942 
with an attack against “special privi- 
leges,’ namely, the tax exemption of in- 
terest on state and municipal securities 
and the tax privileges of owners of “oil 


wells and mines.” It is true that oil pro- 
ducers enjoy the privilege of “percentage 
depletion,” which implies that they can 
charge off depletion in excess of their 
costs from any particular property; but 
this provision was adopted in 1926 to pro- 
tect the industry from the injustice of be- 
ing taxed on its profitable wells without 
allowing sufficient offsets against the in- 
evitable dry holes. 

Chart II, comparing the United States 
average price of crude oil per barrel and 
of the number of wells drilled, is part of 
the Treasury’s argument presented to 
Congress and was meant to demonstrate 
that the price of crude oil rather than “tax 
privileges” determines the rate of explora- 
tion. The OPA, being entrusted with the 
job of keeping prices down, naturally 


NUMBER OF WELLS DRILLED FOR OIL AND GAS 
AND PRICE OF CRUDE PETROLEUM, I9IT— 1941 


” 


would not feel very happy in accepting the 
Treasury’s point of view of stimulating 
discovery-wells through increases in crude 
prices rather than “tax privileges.” 

Since oil is a highly strategic mineral, 
the government must perforce do what it 
can to stimulate its production. How can 
the divergent views of these two govern- 
ment departments be reconciled ? 

Going back to Tables III and IV, we 
realize that not the total number of wells 
drilled but only the wildcat wells drilled 
will provide the chances, at least, of find- 
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ing new fields. It is the wildcats, rather 
than all wells drilled, that badly need stim- 
ulation. 

Quite evidently, the chances of profit- 
able wildcatting are on a sharp downward 
trend so long as the ratio of successful 
wildcats to all wildcats is declining fast. 
It is noteworthy that the discovery per 
field found has been decreasing from 19.7 
million barrels in 1934 to 1.2 million bar- 
rels in 1942, 

Therefore, if we are to have a national 
fuel policy the Treasury should avoid dis- 
couraging wildcatting with its proposal of 
the elimination of “tax privileges,” and 
OPA should continue its policy of -grant- 
ing increases in crude oil prices, especially 
in territories where such incentive can be 
expected to stimulate wildcatting. It ap- 
pears that such a policy, from a national 
point of view, would be preferable and 
probably less expensive than to introduce 
subsidizing of wildcatting, which has been 
discussed in OPA circles. 


Some day, of course, the inevitable will 
happen and no new major domestic oil 
fields will be found because neither tax 
privileges nor increases in crude prices 
nor federal subsidies can replace a natural 
resource that was once so bountiful. Even 
then, however, crude oil imports and the 
liquefaction of our large deposits of oil 
shale and bituminous and lignite coal will 
guarantee us a supply of liquid fuels for 
centuries to come, but certainly not at the 
low prices enjoyed now. The oil-shale de- 
posits of the United States have an esti- 
mated potential yield of 92 billion barrels 
of crude shale oil; and 3.2 trillion tons of 
coal and lignite will yield 4,000 billion 
barrels by the Bergius or Fischer-Tropsch 
hydrogenation process. The cost of large- 
scale crude oil production from shale is 
probably somewhat lower than the lique- 
fying of coal, but coal is mined much 
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closer to the center of consumption and 
present costs of 18-20 cents per gallon of 
gasoline (as compared with the present 
cost of only 5 cents from the natural crude 
oil) can probably be reduced further. 


The United States Bureau of Mines at 
its Pittsburgh Experiment Station is at 
present testing the suitability of the vari- 
ous kinds of American coals for the Ber- 
gius process. The net yield of gasoline 
per ton of coal was found to increase with 
the B.T.U. content of the coal; thus high- 
volatile bituminous coal from Pennsyl- 
vania gives 60 gallons per ton while lig- 
nite from North Dakota yields only 30 
gallons per ton. 


Large-scale liquefaction of coal is still 
at least a decade off. Nevertheless, it 
seems to be in the interest of a national 
fuel policy to encourage as much as pos- 
sible the use of coal for space-heating and 
to reserve the much more limited national 
resources of crude oil as fuel for diesel 
and gasoline motors. Not only would such 
a policy be in the national interest, but the 
inevitable eventual increase in the price of 
crude oil is bound to favor heating instal- 
lations built to burn coal. 


III. Three Coal Industries: Not One 


Properly to evaluate the coal industry’s 
role in the war effort and the impact of 
the emergency on the national resources 
of fuel, coal may be considered as being 
three industries rather than one, as tra- 
ditionally assumed. The order of magni- 
tude of the three industries, as measured 
in tons of 1942 production, might be set- 
up according to Table V. 

(1) Anthracite Industry. The deposits 
of anthracite in the Western Hemisphere 
are concentrated in 474 square miles in 
only five counties of Pennsylvania; name- 
ly, Lackawanna, Luzerne, Carbon, Schuyl- 
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Location of Beds 


Northern 
Eastern-Middle 
Western-Middle 
Southern 


Trade name of Field 


Area (Square Miles) 


Wyoming 176 
Lehigh 
Schuylkill 94 
Schuylkill 181 


23 


Total....474 





kill and Northumberland. Geologists usu- 
ally speak of four distinct beds ; while coal 
men refer to three fields, as indicated in 
the above tabulation. 

This valuable mineral resource is ap- 
proximately only 90 miles from Philadel- 
phia, 140 miles from New York City, 265 
miles from Buffalo, and 250 miles from 
Pittsburgh. It has played probably the most 
vital role in the early industrial develop- 
ment of this country; and it has created 
some of its largest fortunes built on the 
exploitation of this natural resource or 
through the canals or railroads which 
shipped it to market. The early fortunes 
thus accumulated provided some of the 
savings and capital formation so essential 


TABLE V. THREE COAL INDUSTRIES 
(Production in 1942) 








Industry Tons Mined 





1. Anthracite Industry 60,500,000 





2. Bituminous Coal Industry 
(a) For Use Other 
Than Coking 
(b) For Coking 


Total: Coal Mined 


3. Coking Industry 
Bituminous Coking Coal 
Fed into Ovens (See above) 
110,000,000 
Coke Produced 


(a) By-product Method 
(b) Beehive Oven Method 8,000,000 
Total: Coke Produced ....* 70,000, 





*In the process of coking, the 40,000,000 missing tons 
escaped as gases or were recaptured as by-products. 


to the development of the vast spaces be- 
yond the Alleghenies. 

Any attempt to evaluate the prospects 
for the production of coal during and after 
the war must start with a clear-cut sep- 
aration of anthracite and bituminous coal. 
Both industries have always been war 
babies. They got their real start during 
the war of 1812 when the city folks in 
Philadelphia, Baltimore and New York 
were freezing because the war with Eng- 
land had shut off their regular supply of 
English coal. It was the Civil War which 
enabled the rich anthracite producers 
(such as the Delaware and Hudson) to 
pay cash dividends of 34 per cent in 1863 
and 31 per cent in 1864. Both industries 
experienced a new peak in demand during 
World War I, but this time the ultimate 
effect on the two rival coal industries 
proved to be different. Fuel production, 
and especially the transportation of fuel to 
its markets, was an outstanding bottleneck 
of World War I. Therefore, zones were 
set up to enforce the use of coal from the 
nearest mines. As a result, the anthracite 
industry—located in only five counties of 
Eastern Pennsylvania—could not supply 
its traditional markets which were west 
of the Alleghenies. 

After that war was over, progress made 
in the combustion technique of bituminous 
coal and in the use of fuel oil (oil burners) 
had struck the consumption of anthracite 
a blow from which there was to be no full 
recovery. 
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In 1917 the anthracite industry hit an 
all-time peak of output with 99,612,000 
tons. But, in 1938, production had fallen 
to less than half, namely, 46,099,000 tons ; 
and even for 1942 the output was only 
60,000,000 tons, or only 60 per cent of 
1917, while bituminous coal reached in 
1942 its previous peak of 580,000,000 
tons (1918, 1920 and 1926). 

Anthracite is mined close to the popu- 
lation centers of the northeastern states. 
Anthracite is also the fuel best suited for 
domestic use because it is relatively soot- 
and dust-free and burns more slowly than 
bituminous coal. The domestic market 
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has been the chief battleground between 
fuel oil and coal since the middle twenties, 
and therefore anthracite was hit more 
than bituminous coal. And the industry, 
as shown by Table VI, was nearly wrecked 
by 1939 when, with the outbreak of war 
in Europe, improvement set in. 

The present shortage of fuel oil makes 
the Atlantic Coast heavily dependent on 
anthracite and it should be self-evident 
how desperate the heating problem would 
be in these states today if laissez-faire 
and time had gone so far as to close the 
mines—a fate which, with a working cap- 
ital deficit of $26,000,000 in 1938, might 


TABLE VI. YEARLY EARNINGS AND WoRKING CAPITAL OF COMPANIES 
ACCOUNTING FoR APPROXIMATELY 90 PER CENT oF ToTaL ANTHRACITE OuTpPpUT 








Year Working capital Net earnings 


Net earnings 





Year | Working capital 





$33,829,679 
13,782,684 
15,079,869 
15,211,759 
13,414,458 
8,608,972 
10,507,779" 


1926 
1927 
1928 
1929 
1930 
1931 
1932 


$111,097,223 
99,844,901 
89,464,956 
69,857,400 
44,239.261 
32,973,018 
22,678,394 














1933 
1934 
1935 
1936 
1937 
1938 


16,494,228 
16,251,758 
8,860,217 
4,628,117 
10,755,252" 
26,940,930" 


8,572,586" 
1,664,442 * 
10,235,977 * 
2,388,109 * 
17,390,952 * 
14,840,678 * 








® Deficit 


not have been far off. During the same 
period, 1926-1938, employment declined 
from 175,000 to 83,000. 

It seems significant that the decline of 
working capital was not just a result of 
the decline in net earnings, especially if 
the substantial cash receipts from deple- 
tion charges had been added to net earn- 
ings shown above. The industry’s work- 
ing capital had already declined from 111 
million dollars to 33 million dollars before 
the first unprofitable year had to be faced 
in 1932. Had the industry followed a 
policy of at least maintaining or building 
up its working capital from 1926 to 1931, 
it would have had the vitality to meet the 
depression as well as the competition 
through more mechanization (cost reduc- 


tion) and through more aggressive sales 
engineering (development of stokers to 
combat oil burners). 

The 90,000 anthracite miners who lost 
their jobs either left their home towns, 
just waited for better times, or even drift- 
ed into the occupation of “bootlegging”’ 
coal, so risky to physical health as well as 
to the moral fibre. 

The Second World War seems to have 
come just in time to revive this ailing in- 
dustry. It is to be hoped that this ‘“‘bor- 
rowed time” will be used to formulate a 
long-range national fuel policy that strives 
toward a better balance between the con- 
sumption of anthracite, bituminous coal, 
fuel oil, natural gas, and manufactured 
gas. 
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The 1942 annual reports of the coal 
companies reflect the sharp reversal of the 
long attrition process that beset the coal 
industries from 1925-1939. During this 
long period of depression, working capi- 
tal had been dissipated, debts increased, 
and production facilities often badly neg- 
lected. Now the process is reversed ; debts 
are rapidly being paid off, working capi- 
tal is increasing, and equipment is being 
improved as much as priorities will allow. 

This development will not only restore 
the financial position of the individual 
companies but will also allow the indus- 
tries as a whole to devote more of their 
joint efforts to a long-range policy pro- 
moting the ‘“mines-to-ash-can” service. 
National and private interests have the 
same goal, namely, the best utilization of 
the available national resources of energy. 
Coal should again have the place in space- 
heating that it used to have and that it 
should have in the interest of the long- 
range conservation of our national fuel 
reserves. Naturally, the coal industries 
can attain their goals only if they bend 
their efforts to lower the costs of produc- 
tion, continue to improve preparation at 
the mines, and most of all, cooperate with 


the manufacturers of stokers and the local 
retailers in giving the consumer a heating 
service that competes with fuel oil not 
only on a price basis but also on the basis 
of cleanliness and comfort. 

(2) Bituminous Coal Mining. People 
interested in the fortunes of this industry 
have wondered for over a year now 
whether this war would repeat the get- 
rich-quick era of World War I, or wheth- 
er, under the influence of government reg- 
ulation and large unused capacity, the 
industry would continue to linger on. The 
figures in Table VII should shed some 
light on the present situation of the indus- 
try and on what might be expected for 
1943, and even for the period of post-war 
adjustment. Peak production during 
World War I was reached in 1918 with 
an output of 579,386,000 tons. 

Production for 1942 is estimated to 
reach 570,000,000 tons, or almost exactly 
the 1918 and 1926 peaks. Before drawing 
any conclusions from this, proper account 
should be taken of the fact that consump- 
tion for 1942 will probably reach only 
550,000,000 tons. 

Short-term forecast. For the year 1943 
the production of bituminous coal may be 


TABLE VII. PRODUCTION AND VALUE AT THE MINES? 








Production Value 
Year 1,000 tons $1,000 


Production Value 
Year 1,000 tons $1,000 





1919 465,860 $1,16u,616 
1920 568,667 2,129,933 
1921 415,922 1,199,983 
1922 422,268 1,274,820 
1923 564,565 1,514,621 
1924 483,687 1,062,626 
1925 520,053 1,060,402 
1926 573,367 1,183,412 
1927 517,763 1,029,657 
1928 504,745 933,774 
1929 534,989 952,781 
1930 467,526 795,483 
1931 382,089 588,895 














1932 309,710 406,677 
1933 333,631 445,788 
1934 359,368 628,112 
1935 372,373 658,063 
1936 439,088 770,955 
1937 445,531 792,000 
1937 445,531 864,062” 
1938 348,545 681,405" 
1939 393,065 762,546” 
1940 453,245 840,316” 
1941 502,860 — 
1942 549,700 — 











2 Source: Bureau of Mines. 
» Includes selling expenses. 
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TABLE VIII. Estimatep CoNSUMPTION OF 
BiruMINous CoAL For 1942 








In millions 
of tons 


111.00 


129.00 
87.00 





Class I railroads 
Other industries 
By-product coke ovens 
Beehive coke ovens and steel industry 
Electric power utilities 
Exports 
Cement mills 
Mine fuel and foreign bunker 
Coal-gas retorts 
Retail dealer deliveries 











66.00 
20.00 
7.50 
5.50 
1.70 
99.00 

















Total 549.70 





expected to reach an all-time peak, say 
580,000,000 tons, as the defense program 
is working under “forced draft.” Were it 
not for the fact that stockpiles of industrial 
consumers, railroads and public utilities 
are today about 35,000,000 tons higher 
than a year ago (a result of last summer’s 
campaign to “buy now’’), an estimate of 
600,000,000 tons for 1943 would not be 


out of the question provided that the 
shortage of labor and the breakdown of 
overworked machinery does not begin to 
interfere with production. 


Long-term forecast. The long-term 
trend of consumption of bituminous coal 
in this country will be influenced by the 
following factors: (1) fluctuations in the 
trend of general business activity, which 
in return depend on (a) increase in popu- 
lation and (b) increase or decrease in the 
per capita consumption of goods; (2) in- 
creased thermal efficiency of combustion; 
(3) better coal preparation at the mines; 
and (4) increased or decreased competi- 
tion from petroleum products, natural gas 
and hydroelectric power. 

Obviously, the estimate of the trend of 
general business activity is beyond the 
scope of this discussion. As to the pro- 
gress in burning efficiency of heating 
units, Table IX shows what significant re- 
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sults have been accomplished in the recent 
past in the coal industry. 

The present war is probably arresting 
this trend somewhat, since the shortage of 
steel and labor prevents new installations 
of boiler plants as long as the old ones 
still operate at a reasonable rate of effi- 
ciency. The long-term effect may be in 
the direction of an acceleration of progress 
in burning efficiency as any war period 
stimulates technological research. 

The war has also enhanced the trend 
toward the purchase of power from the 
utilities by the industrial plant rather than 
generation of power by the plant itself. 
This trend will result in a lower overall 
consumption of coal as the thermal effi- 
ciency of combustion realized by the pub- 
lic utilities is usually greater than in small 
industrial plants. 

As to better preparation at the mines, 
this factor has been quite important in the 
last decade since competition from fuel oil 
has forced the producers to sort, wash, oil, 
dry and otherwise improve their product 
over the old “run-of-mine” state. This 
trend is now almost at a standstill. How- 
ever, emphasis should be given to all tech- 
nical methods that will facilitate the maxi- 
mum utilization of coal taken from the 
seams. 

Since 1926 competition from fuel oil 
has been the most important single factor 
encroaching on the consumption of bitu- 
minous coal. 

(3) Coking Industry. Coal is not only 
the cheapest (and most plentiful) natural 
resource of fuel for providing heat and 
power, but also, through the process of 
coking, it is the basis of metal smelting 
and of our great chemical industries. 

Generally speaking, 1.5 tons of coal are 
used to make one ton of coke. One ton 
of coke, two tons of iron ore, and one- 
third of a ton of limestone flux produce 





138 THE JOURNAL OF LAND & PUBLIC UTILITY ECONOMICS 


TABLE IX. Fuet Economy 1 


N CONSUMPTION OF COAL? 








Railroads 
Electric Utility per 1,000 
Pounds of Fuel Ton Freight 
per Kw. Hour Miles 


By-Product 

Pounds of Iron and Steel Coking, ” 
Fuel per Pounds of Coal Equivalent 

Passenger Per Gross Ton Coke Re- 


Car Mile of Pig Iron covered 
1,000 Tons 





1913 4.50 — 
1914 —_ — 
1915 = — 
1916 mes 169 
1917 3.47 176 
1918 — 174 
1919 3.22 164 
1920 3.04 174 
1921 2.73 162 
1922 2.51 163 
1923 2.41 161 
1924 2.22 149 
1925 2.07 140 
1926 1.95 137 
1927 1.84 131 
1928 1.76 127 
1929 1.69 125 
1930 1.62 121 
1931 * “SS 119 
1932 1.50 123 
1933 1.47 121 
1934 1.47 122 
1935 1.46 120 
1936 1.44 119 
1937 1.43 117 
1938 1.41 115 
1939 1.39 113 
1940 1.35 112 


3,637.2 2,600 
3,519.3 2,461 
3,351.2 3,280 
3,421.1 4,375 
3,523.6 5,432 
19.2 3,577.1 6,785 
18.1 3,427.6 7,575 
18.8 3,420.8 9,316 
17.7 3,236.2 6,461 
17.9 3,186.4 9,058 
18.1 3,323.4 12,417 
17.0 3,248.2 11,628 
16.1 3,125.6 13,786 
15.8 3,048.4 15,394 
15.4 3,093.7 15,642 
15.0 3,053.4 17,426 
14.8 2,983.5 19,262 
14.7 2,978.5 16,923 
14.5 2,923.2 12,482 
14.9 2,933.0 8,572 
15.2 2,875.7 10,287 
15.2 2,926.7 11,506 
15.5 2,837.8 12,793 
15.3 2,901.0 15,894 
15.1 2,917.0 17,065 
14.9 2,894.0 11,822 
14.8 2,853.0 15,693 
15.0 2,846.0 19,036 

















1941 135° 111 





® Source: U.S. Bureau of Mines, 


14.9 ~- iat 





> Tonnage of coal equivalent, expressed in terms of coke recovered in by-product ovens. 


© Preliminary. 


one ton of pig iron. Approximately 1.5 
tons of coal are therefore needed to make 
one ton of pig iron and about three tons 
of coal to get one ton of steel. Other pro- 
portions are used in the processing of cop- 
per, brass and lead. 

It is difficult to overemphasize the im- 
portance of coke in our industrial civiliza- 
tion. Jeffrey has called attention to the 
fact that, with the exhaustion of the for- 
ests used in making charcoal for iron 
smelting in Europe, the population of 
Great Britain remained stationary from 
the middle of the seventeenth to that of ' 
the eighteenth century until the invention 
of the use of coke from coal revolutionized 


the metallurgical technique.? 

The coking process consists essentially 
of the subjection of certain bituminous 
coals to high temperatures in ovens from 
which all, or nearly all, of the air is ex- 
cluded. The volatile matter is given off 
as a gas and the residual matter, contain- 
ing 84-93 per cent of pure carbon, is coke. 

Coke is made either by the beehive or 
by the by-product method. Beehive ovens, 
which get their name from their shape, 
are built from ordinary brick or tile, but 
are lined with fire brick (refractory). The 


ovens are about 12.5 feet long and 7 feet 


*Edward Charles Jeffrey, Coal and Civilization 
(New York: Macmillan Company, 1925). 
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high inside, and arranged in double rows 
or batteries of, usually, 200 ovens. They 
are connected with a common flue, the 
opening to which is controlled by a damp- 
er. On top, between the two rows of 
ovens, is a rail track and coal is discharged 
from dump cars into the ovens. The ovens 
are then heated until the coal has softened 
and run together into a pasty mass at the 
point of incipient decomposition ; at high- 
er temperatures all volatile matter is al- 
lowed to escape from an opening in the 
top of the ovens. 

This primitive method is wasteful and 
the by-product process (Koppers or 
Semet-Solvay) is designed to recover the 
gases and the tar, light oils and ammonia. 
From every ton of coal coked in a modern 
by-products oven plant, the following es- 
sential chemical raw materials are ex- 
tracted : 





Gas: 10.890 cubic feet 
Tar: 8.70 gallons 
Sulphate of ammonia: 22 pounds 
Benzene: 1.75 gallons 
Toluene: 0.55 gallons 


Xylene: 0.24 gallons 
Crude naphthalene: 0.5 pounds 





The gas is used as fuel to heat the by- 
product plants themselves and, if a steel 
mill is close by, to generate the white heat 
of the blast furnaces, the reheating fur- 
naces and the ingot-soaking pits of the 
rolling mills. Enough gas is usually left 
to provide the fuel for other industrial and 
domestic requirements of the neighbor- 
hood. 

For the war economy toluene is the 
most vital by-product, being the base for 
trinitrotoluene (TNT). More peaceful 
derivatives of toluene are rubber cement, 
paints, inks, wood stains, and paints and 
varnish removers. 

Benzene is mixed with gasoline to in- 
crease its octane rating. A benzene deriv- 
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ative, cumene, is an indispensable ingredi- 
ent of aviation gasoline. Another deriva- 
tive, synthetic phenol, is the’base of plas- 
tics, nylon and certain explosives. A third 
derivative of benzene, styrene, when poly- 
merized with butadiene, becomes syn- 
thetic rubber. The best-known derivative 
is aniline, from which countless dyes, sol- 
vents, lacquers, varnishes and pharma- 
ceutical products are manufactured. 

Coal tar is the base for natural phenol 
(carbolic acid) used in plastics, printing 
inks, photo-developers, aspirin, perfumes 
and saccharine. Other derivatives are 
naphthalene (moth balls) and pyridine. 
the base for the growing family of “sulfa” 
drugs, and for fireproofing of cloth. 

Ammonia is used as the base of fertil- 
izers, as a refrigerator fluid, in cleaning 
fluids, and in explosives, such as ammoni- 
um nitrate. 

This list does not even attempt to hint 
at the immense variety of products that 
our war economy derives from the lowly 
substance of bituminous coal. 

Coke-oven gas has far greater heating 
value than gas emitted from blast furnaces 
and it is generally used in adjacent steel 
plants or sold in neighboring communi- 
ties. By-product ovens are, therefore, al- 
ways built near the steel mills or public 
utility plants, while beehive ovens are next 
to the mines. 

To be good for coking, coal has to meet 
specific requirements, such as an ash con- 
tent of less than 9 per cent and a sulphur 
content of less than 1 per cent. Other 
qualities not fully understood yet are re- 
ferred to as agglutinating properties. Ta- 
ble X shows the primary sources of sup- 
ply of good coking coal for 1941. 


IV. Needed: A National Fuel Policy 


During the period from 1925-1939, the 
fuel economy of this country under the 
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TABLE X. Primary Sources oF COKING CoAL IN 1941 


(By Counties and by Coal Seams) 








Percentage 
of Total 


Output 


40% 


State 


West Virginia 


Pennsylvania (Connellsville) 


Pennsylvania (Other than 


Connellsville) 


Kentucky 


Alabama 


Counties 
(In order 
of output) 


Coal Seams Per Cent 





McDowell 
Raleigh 
Fayette 
Marion 


Fayette 
Washington 
Westmoreland 
Greene 


Allegheny 
Cambria 


Harlan 
Floyd 
Letcher 
Pike 


Jefferson 


Pocahontas 48 
Pittsburgh 11 
Eagle 











Pittsburgh 
Freeport 








Kittanning 
Freeport 
Pittsburgh 


Elkhorn 
Kellioka 
Harlan 




















Pratt 











Mary Lee 











influence of free competition was ap- 
proaching a state of affairs where oil, or 


one-tenth of one per cent of the natural 
fuel resources, was crowding out coal. 
Had the process of attrition of the coal 
industries gone on for another decade, 
most of the anthracite companies and 
many of the bituminous coal companies 
would have been forced to quit, simply be- 
cause their working capital would have 
been dissipated. 

World War II is not only restoring the 


financial position of the coal companies 
but it has also demonstrated to the nation 
the dangers of having the national fuel 
economy depend on a raw material which 
is mostly produced in Texas and Cali- 
fornia, far away from the principal mar- 
kets, and which may soon become scarce 
and certainly more expensive. 

Here is a field for government and in- 
dustry to do a job of long-range planning 
to assure the best possible conservation of 
a most vital national resource: fuel. 





A Pattern of Successful Property Tax Administration: 
The Wisconsin Experience - I. State Supervision 
By HAROLD M. GROVES* and A. BRISTOL GOODMAN** 


Introduction 


ps DENTS of public finance have been 
distressed almost universally by the 
poor quality of property tax administra- 
tion in the United States. This concern 
has been justified, both by the widespread 
evidence upon which it is founded and by 
the fiscal importance of the property tax 
in state and local tax systems. Some high- 
ly qualified experts have advocated cen- 
tralization of the assessment function in 
the hands of a powerful state tax depart- 
ment as the only escape from the existing 
malpractices of inept local administration. 
Others have insisted upon technical scien- 
tific qualifications for local assessors as 
the most promising reform. In the light 
of these recommendations, the experience 
of Wisconsin in state and local coopera- 
tion in the property tax field is revealing. 
For the most part, Wisconsin has relied 
upon the state provision of technical as- 
sistance to local officials, freely and ex- 
pertly given and just as freely accepted or 
rejected by the local officials. Particularly 
in state assessment supervision and state 
and local equalization, state and local co- 
operation—as contrasted with state dicta- 
tion and local submission—has been the 
rule. 

The Wisconsin system of property tax 
administration has been an experiment in 
state-local relations. Whether because of 


* Professor of Economics, University of Wiscon- 
sin. 

** Professor of Economics, University of Okla- 
homa. 


a surviving prejudice against centraliza- 
tion or because of a high regard for the 
responsiveness of local officials, primary 
local responsibility for administration has 
been retained. Mainly by the exercise of 
persuasion, the state has come to play an 
important part in this administration. 
When the state has undertaken more au- 
thoritative methods—as in ordering re- 
assessments—it has been less effective. 
However, persuasion has its own limita- 
tions and is effective only under superior 
leadership and adequate financial support. 

Because of considerable interest in the 
Wisconsin system outside the state and 
because of serious threats to its future 
within the state, it seems in order to at- 
tempt a description in some detail of how 
the system functions. The first install- 
ment in this series of articles will consider 
state assessment supervision; the second, 
equalization; and the third and final arti- 
cle will deal with local assessment ma- 
chinery and with available evidence con- 
cerning the results of the existing assess- 
ment system. 

Wisconsin has limited its problem of 
property tax administration very substan- 
tially by the exemption from taxation 
of several classes of property. Chief 
among these exempt classes are intan- 
gibles, household goods, and motor vehi- 
cles. Some critics have described these 
exemptions as “running away from the 
problem” rather than solving it. For our 
present purposes it will suffice to say that 
these reductions in the scope of the prop- 
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erty tax have been a considerable factor 
in such success as the state has had in im- 
proving property tax administration. 


Development of Supervision 


The year 1899, when the first perma- 
nent tax commission was created, consti- 
tutes a division point in Wisconsin’s col- 
orful taxation history. There is abundant 
evidence of very unsatisfactory property 
tax administration in the nineteenth cen- 
tury. In that respect, Wisconsin’s experi- 
ence was quite typical of that in other 
states. A short acount of the evolution of 
supervision may prove valuable. 

Some small degree of supervision over 
local officials was exercised in the early 
era by the secretary of state. This was 
confined largely to circular letters inform- 
ing assessors, and others, of the law and 
admonishing them to do their duty. In 
1867 the Secretary reported that he had 
sent out instructions to the assessors ex- 
plaining the law and urging compliance. 
3ut he complained that illegal operations 
in “open and deliberate defiance of the 
law and the instructions issued from this 
office” continued.* 

One of the major purposes of the con- 
tinuing state tax commission, created in 
1899, was to strengthen and enlarge state 
assessment supervision. This idea may 
have been borrowed from Indiana where 
a state board of tax commissioners, cre- 
ated in 1891, had been given similar func- 
tions.” The first attempt to implement the 
Wisconsin program was similar to that 
tried in Indiana. In 1901, in Wisconsin, 
the office of county supervisor of assess- 


* Annual Report of the Secretary of State, 1867, 
p. 40. 

* Joseph D. Silverherz, Assessment of Real Prop- 
erty in the United States, Special Report No. 10, 
New York State Tax Commission, Albany, 1936, 
p. 8. 
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ments was created, a new experiment in 
the state’s assessment administration.® 


It was thought that the supervisors 
would relieve the commission of working 
with local assessors at long range. Su- 
pervisors were appointed by each county 
board for a term of 3 years and were paid 
from county funds. But they were made 
responsible to the tax commission—a 
dual, and not too promising arrangement. 
All but two counties were served by coun- 
ty assessment supervisors during the as- 
sessment season of 1902. The commission 
inaugurated the experiment with a meet- 
ing of the supervisors at the Capitol, a 
meeting which continued for two days 
and which resulted in a printed pamphlet 
of the proceedings.* Thereafter, annual 
conferences became a regular affair. How- 
ever, the tax commission encountered 
many difficulties in endeavoring to launch 
the new program successfully. 


In 1903 the commission reported con- 
siderable friction and confusion as to the 
authority of the county supervisors.® With 
no precedent to guide their program, for 
a time the supervisors of necessity impro- 
vised as they went along. The statutes 
granted “full and complete supervision 
and direction of the work of the .. . as- 
sessors,” but the commission pointed out 
that this still left the assessors with the 
primary responsibility for individual valu- 
ations. The supervisor could contribute 
advice and assistance; and he could seek 
the removal of an assessor. Opposition 
came from local assessors, county officials 
and taxpayers. The supervisors, new on 
the job, tended to be either too lax or too 
strict—the former causing friction with 
the commission, the latter with the assess- 


* Laws of Wisconsin, 1901, Chap. 445. 

“Wisconsin Tax Commission, Report, 1903, pp. 
5-6. 

° Ibid, pp. 5-8. 
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ors. Some counties failed to appoint coun- 
ty supervisors—so many, in fact, that in 
1905 the commission sought and was 
granted the power to fill the vacant posi- 
tions by appointment.® 

It was to be expected that an innova- 
tion such as the use of supervisors, adding 
as it did considerable expense to counties, 
resulting in benefits quite intangible, and 
achieved in part at the expense of certain 
vested interests, would generate a reac- 
tion. In 1905 there were bills in the legis- 
lature to eliminate supervisors, and sev- 
eral resolutions from county boards and 
considerable sentiment in the lower house 
demanded repeal.? The tax commission 
sent a long letter to Assemblyman Dahl 
defending the supervisors.* It admitted 
that the program had not been a complete 
success, and called attention to the fact 
that the men employed were inexperienced 
and obviously had much to learn; that 
vested interests had blocked their pro- 
gress ; that in some counties the incapacity 
and inefficiency of the supervisors had 
been responsible for poor results; that in 
others failure was attributable to the hos- 
tility of county boards and local assessors. 
Nevertheless, the commission claimed the 
supervisors had made progress in raising 
the level of aggregate assessments and in 
eliminating inequalities. The commission 
concluded that “it would be a serious mis- 
fortune, in our judgment, to abolish the 
office of supervisors at this time.” It is 
indicative of the high prestige of the com- 
mission that, instead of abolishing the su- 
pervisors as urged, the Legislature de- 
feated the proposal and added the weapon 
of reassessment to the arsenal of the com- 
mission. 


°Laws of Wisconsin, 1905, Chap. 523, Sec. I. 

* Milwaukee Sentinel, March 30, 1905. 

* Wisconsin Legislature, 1905, Assembly Journal, 
Vol. I, pp. 862-869. 
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In 1911, with the adoption of the state 
income tax, the county supervisors were 
abolished and their duties transferred to 
the newly-created assessors of income. 
They were financed by and were under 
the direct control of the tax commission, 
and were subject to the rules of selection 
and tenure of the state civil service stat- 
ute. The duties of the assessor of income 
were to administer the personal income 
tax and to supervise the property tax.° 
About 40 assessment districts were origi- 
rally provided, some of the assessors su- 
pervising more than one county. (Wis- 
consin has 71 counties.) Of the first 
appointees, 14 or nearly one-half of the 
newly appointed assessors of income had 
had previous experience as county super 
visors of assessments. 


At first, most of the assessors of income 
regarded themselves as somewhat inde- 
pendent of the tax commission and partly 
responsible to the counties in their juris- 
diction. Gradually, however, they came 
clearly to constitute a field staff for the 
commission, with the latter continually re- 
lying more and more heavily upon them. 

Further developments in the assessor 
of incomes’ status from 1911 to 1934 
have been described by one of the authors 
elsewhere as follows: 


“This arrangement (many assessors, small 
districts, and joint duties in the property 
and income tax field) was probably a happy 
one at the time it was adopted. It was very 
important to have a large number of officials 
in the field to whom the taxpayer could go 
in seeking advice concerning the new income 
tax law. The numerous assessors undoubt- 
edly did much to ‘sell’ the income tax law 
to the people. But as time passed it became 
apparent that the highest caliber men could 
be given more responsibility if the districts 
were larger and there were fewer of them. 
Moreover, consolidation of districts would 


° Laws of Wisconsin, 1911, Chap. 658. 
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reduce the burden of supervision from the 
central office. More recently it has become 
the purpose of the commission to separate 
the property tax work from the income tax 
work, in the district offices. Income tax 
work is in the nature of accounting; prop- 
erty tax work consists of appraising proper- 
ty and working with local assessors. Spe- 
cialization of personnel is required for the 
best work in either field. Accordingly, the 
number of property tax districts has been 
gradually reduced from forty to ten, and 
the separation of functions is now nearly 
complete. In charge of the property tax 
work in these districts are ten supervisors 
and sixteen deputies.”?° ; 


In 1933 the legislature, following the 
recommendation of the tax commission, 
provided for complete separation of the 
property tax from income tax administra- 
tion and for the first time authorized the 
anpointment of supervisors of assessment. 
This separation was completed in July, 
1934," 

The latest chapter in the development 
of supervision came in 1940 when, under 
a reorganized tax department, the ten su- 
pervisory districts were drastically re- 
duced to four, the supervisory staff was 
cut in two, and the function of state super- 
vision was almost entirely eliminated. But 
more of this later. 


Method of Selection of Supervisors: 
Cost and Personnel of Supervision 


The notion implicit in state supervision 
of property tax administration is that the 
state can somehow provide more compe- 
tent talent than is likely to be selected by 
the localities. Failure on this score has 
undoubtedly accounted in no small meas- 


*H. M. Groves, “Property Tax Institutions in 
Wisconsin,” Bulletin of the National Tax Associa- 
tion, Vol. 19, No. 3, December, 1933, pp. 75-76. 

“Wisconsin Tax Commission, Report, 1934, p. 
107. 
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ure for the disappointments with central 
supervision in many states. In all too 
many cases, state employees are products 
of the same political forces that operate in 
filling local positions. Since 1911 state 
supervision in Wisconsin has been di- 
rected by supervisors with merit system 
status. This has proved vital to the suc- 
cess of the program. It has largely freed 
the supervisor from concern with the 
political implications of his work. It has 
resulted in security of tenure, which in 
turn has resulted in long tenure, and the 
latter has enabled the supervisor to ac- 
quire technical knowledge and experience, 
essential both directly and in the main- 
tenance of confidence. The nature of the 
supervisor’s work requires an intimate 
knowledge of assessors, taxation districts, 
county boards, and property values which 
can be gained only by practical experience. 
The civil service system enabled the state 
to attract and to retain personnel of high 
caliber from whom local officials were 
willing to accept advice and assistance. 

The former tendency to give consider- 
able weighting, in civil service examina- 
tions for supervisors, to educational quali- 
fications and accounting experience (the 
latter no doubt a survival of income tax 
functions of supervisors) gave way in 
1931 and 1932 to examinations which 
tested the applicant’s knowledge of as- 
sessment technique, the procedures of ap- 
praisal, the laws of assessment, and the 
means of determining property values. 
Through the oral interview and by other 
means, the tax commission sought to se- 
cure supervisors who were good leaders 
and teachers. The better local assessors 
especially were encouraged to take the su- 
pervisors’ examinations. 


Something of the background of super- 
visors and deputies can be seen in their 
former occupations. In 1939, five of the 
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staff were former assessors, one a former 
county clerk, another a former county 
treasurer, and another a former county 
superintendent of schools. One of the 
deputies had spent 15 years working for 
the American Appraisal Company and 
one of the supervisors had been an ap- 
praiser for the Northern Pacific Railroad. 
Not many of the staff members had had 
college work. 

One of the older supervisors, regarded 
as dean of the staff by his colleagues, was 
described by one of the younger men as 
follows : 


“In order to understand the reasons why 
Wisconsin’s plan of supervision works as it 
does, one should know something of the men 
who head the various districts. Perhaps one 
illustration will serve to make my point 
clear. The man who was chosen to head the 
property tax department of the Eau Claire 
district in 1928, (the first district in which 
separation of property tax supervision from 
income tax accounting was attempted) with 
its 287 towns, cities, and villages, was in 
large measure possessed of those qualities 
which go to make up a superior supervisor 
of assessments. For years he has been the 
assessor of incomes for two counties; later 
he was placed in charge of the income tax 
work and the general property tax work in 
four counties. He was familiar with the tax 
laws and their proper application. He was 
a tireless worker whose every waking mo- 
ment was devoted to a study of his job. For 
many years prior to his employment by the 
tax commission he had been a county super- 
intendent of schools and was an excellent 
teacher. He was an appraiser of no mean 
ability and possessed to a remarkable de- 
gree the knack of organizing his work and 
getting men to do his bidding. He was fear- 
less in the discharge of his duties and made 
his decisions without fear or favor.”!? 


® Aldro Jenks, “How Wisconsin’s Plan of Super- 
vision Works in Practice,” Proceedings of the Sixth 
National Conference on Assessment Administration, 
National Association of Assessing Officers, Chicago, 
1939, pp. 19-20. 
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The costs of assessment supervision in 
Wisconsin are paid partly by, the counties 
and partly by the state. Office space, light, 
heat, and janitor service are provided by 
the county in which the district office is 
located. Costs of office equipment and 
supplies are shared among the counties in 
the supervisory district on the basis of the 
state assessment of counties. The costs 
borne by the state include the salaries, 
mileage, and per diem of supervisors, their 
deputies, and clerical employes, and in ad- 
dition, the expense of the central office 
attributable to property tax administra- 
tion. Before 1940 the travel expense was 
quite substantial ; the commission took the 
view that the supervisor’s position was a 
field job and could not be performed satis- 
factorily at the office desk. From 1936 to 
1940 the state cost ranged from $81 thou- 
sand to $84 thousand, certainly a very 
small sum when compared with current 
property tax levies. In 1939 the total 
amount of general property taxes levied 
by all units of government in the state 
amounted to $110 million. Thus the total 
cost of state supervision was considerably 
less than one-tenth of 1 per cent of the 
levy. On the much larger property tax 
base itself the cost would appear so small 
as to be properly described as negligible. 
These facts need to be remembered in ap- 
praising the “economy” program of 1940. 

The reason why adequate budgetary 
support for property assessment supervi- 
sion is difficult to procure has been de- 
scribed by comparing the nature of the 
work with that of income tax administra- 
tion, as follows: 


“Tt is not easy, however, to visualize the 
work of property tax administration nor to 
comprehend the vital importance of this 
work. ... Income tax rates are fixed and 
each dollar of new taxable income discovered 
increases the revenue derived. Income taxes 
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on others are not decreased but total amount 
of the tax is increased. On the other hand, 
in the case of the property tax the total 
amount of the tax to be raised is determined 
by the levying bodies. The rate of the tax 
varies with the value of the property. Plac- 
ing new property on the roll or securing the 
adequate assessment of under-assessed prop- 
erty or getting all property in the district 
assessed at the same standard does not in- 
crease the total revenue but it decreases or 
readjusts the amount which other taxpayers 
must pay... .”38 


Attitudes of Supervision 


Powers of Wisconsin supervisors of as- 
sessments over local assessors are advis- 
ory only. A supervisor cannot order an 
assessor to make corrections in local as- 
sessments; he cannot substitute his own 
judgment for that of the local officials. 
The supervisors, in order to accomplish 
their purpose, are forced to rely on the 
techniques and arts of persuasion, in which 
they have become highly schooled. The 
supervisors might be more accurately de- 
scribed as “assessment counselors.” One 
of the present authors asked the following 
question of a group of supervisors assem- 
bled in Madison for their 1938 state meet- 
ing: “Would you prefer to have manda- 
tory authority over the local assessors and 
the local assessment ?”’ To a man, the re- 
ply was a resounding “No.” One super- 
visor stated his position as follows: 


“Tf we can’t convince an assessor of the best 
method and procedure of assessing prop- 
erty, if we cannot persuade him to do his 
job well, then we have failed as supervisors, 
and no amount of authority given us would 
remedy the situation. In order to be effec- 
tive we must convince assessors themselves.” 


This sympathetic attitude toward su- 
pervision of assessors was not the result 
of casual development. Rather it was the 


48 Wisconsin Tax Commission, Report, 1932, p. 33. 
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result of a deliberate policy adopted by the 
commission in 1925 and followed there- 
after. Before 1925 there had been con- 
siderable wielding of the big stick and the 
commission was restive because of its lim- 
ited authority to follow this bent. In dis- 
cussing its change of attitude in retro- 
spect, the commission in 1934 reported 
that without this change, property assess- 
ment supervision could not possibly have 
advanced to its then existing state of effi- 
ciency, and added: 


“It was thought that at that time [1925] 
that, if our assessment system, which con- 
sisted of local assessors either elected or ap- 
pointed by local authority and supervised by 
employees of the Commission, was to ac- 
complish anything in the way of equitable 
assessment, such accomplishment must be 
secured by two things. First, a completely 
informed, frank and courteous corps of 
Commission employees who would not at- 
tempt to force superior knowledge upon lo- 
cal officials. Rather they must confer with 
such officials and so win their confidence and 
respect that the best thought and knowledge 
of the Commission could thereby have a 
chance of expressing itself in the field of 
both local and taxation-district assessments. 
And, second, as a corollary of the first, a 
body of local assessors and members of 
county boards who would repose more and 
more confidence in the personnel of the de- 
partment until there resulted a perfect work- 
ing together in harmony and a complete re- 
liance on the part of local officials in the 
information produced by the Commission 
for their benefit. Ten years of operation un- 
der this theory has justified the soundness 
of it.”14 

The manual for supervisors of assess- 
ments also stressed the need for an atti- 
tude of cooperative helpfulness on the part 
of the assessment supervisors thus: 
“Little can be accomplished by force under 
such circumstances if indeed it could ever 
be a method to be generally used in getting 
assessments made. The property tax field 


Wisconsin Tax Commission, Report, 1934, p. 11. 
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is not an army camp. It is a field which calls 
for the best of human judgment and cooper- 
ation. If efficient supervision cannot be ac- 
complished by the supervisor of assessments 
being a better informed and more concilia- 
tory personality, little headway will be made 
by threats or by upbraiding the assessor for 
either this lack of understanding or his wil- 
ful disobedience of law. To attempt to get 
him removed from office (the only legal 
remedy) is doomed to failure as our past 
experience abundantly proves. .. . The char- 
acter and quality of a local assessment often 
reflects the attitude and feelings of the as- 
sessor’s constituents toward the kind of as- 
sessment which they think should be made. 
Under these conditions, marked improve- 
ment cannot shortly be hoped for. Improve- 
ment lies in the direction of elevating the 
moral tone of the community and educating 
the people of the meaning and significance 
of an equitable assessment. To a large ex- 
tent, the work of the supervisor of assess- 
ments is an educational enterprise. Meet 
your assessors and local officials in a spirit 
of cooperation rather than as one wielding a 
big stick.”25 


Methods and Procedures of 
Assessment Supervision 


The description of procedures and 
methods which follows relates to the pe- 
riod 1925-1940 and especially to the pe- 
riod 1934-1940 during which the policies, 
districts and supervisors of assessment 
were stable. A subsequent section deals 
with the changes since 1940. 

1. Annual County Conferences. The 
supervisor of assessments is required by 
law to hold annual county meetings for 
assessors. Some of the supervisors also 
followed the practice of holding county 
meetings for town, village and city clerks 
and for other local officials who had some 
connection with the assessment process. 
Such officials were paid three dollars per 
day and six cents per mile from county 


* Wisconsin Tax Commission, Manual for Super- 
visors of Assessments, 1931, pp. 30-31. 
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funds for attending such meetings. 

From 1934 to 1940 the usual practice 
was to hold these conferences about the 
middle of April. As soon as practicable 
after the assessors had been chosen in the 
April elections, the supervisor sent a per- 
sonal letter to each assessor congratulating 
him upon being selected to fill this impor- 
tant position. Prestige of the position and 
opportunities for public service were 
stressed. In a short time another letter 
was sent informing the assessor of the 
annual county meeting. It was not un- 
common to enclose in this letter a list of 
study questions and answers that were to 
be discussed at the county meeting. It 
was thought that some advance prepara- 
tion would accelerate the meeting and put 
the new assessors in a receptive mood. 

In effect, these county meetings were 
short courses for assessors. Because one- 
fifth to one-eighth of the assessors each 
year were beginners, it was necessary to 
cover not only the more difficult problems 
but also the more elementary ones. As- 
sessors were instructed in the value of ade- 
quate assessment records and in the use 
of field books, maps, classification of land, 
and unit value analysis. Attention was 
also given to assessment law and the use 
of law books. Opportunity was given for 
asking questions and for considering prac- 
tical assessment problems. The more com- 
mon errors were discussed and methods 
of avoidance recommended. Trends in 
property values were considered; unit 
values for personal property frequently 
were agreed upon; and assessors in ad- 
joining districts were encouraged to con- 
fer on standards for adjoining properties. 
Considerable originality often was evident 
in the methods of instruction utilized by 
supervisors. For example, in one district 
the supervisor and his deputies devised a 
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model farm with a full set of farm build- 
ings and improvements which was used as 
an instrument of visual education in the 
county meetings. 

Some of the supervisors followed the 
policy of calling upon some experienced 
assessor (post-graduate, if you will) to 
present the legal phase of assessment prob- 
lems. This procedure stimulated the in- 
terest of the experienced men; at the same 
time, the instruction was welcomed by the 
inexperienced who felt that the informa- 
tion came from those already on the firing 
line. Considerable stress was placed on 
the proper attitude of the assessor toward 
his work. 

One of those meetings was described by 
a supervisor for the benefit of the attend- 
ants as follows: 

“All assessors present but one—the town of 
Garey missed out... . Very enthusiastic 
meeting this was and more district officials 
were present than we had assessors and all 
of them stayed with us all day. Town of 
Sherman officials were nearly 100 per cent 
present, I believe. When an entire town 
board will drive fifty miles one way to get 
to our meeting, I’ll say that’s a fine spirit.” 


In general, it appears from field inves- 
tigations that these county meetings were 
quite successful and they constituted in- 
service training of a very high order. 
Usually they started the assessor on his 
assessment work with considerable sophis- 
tication and no little enthusiasm. This 
was not always true nor was the fault al- 
ways that of the supervisor of assess- 
ments. In one county, where there were 
more assessors over 70 years of age than 
under 50, the supervisor reported that 15 
minutes after the meeting started, .. . 
“half the assessors were asleep and the 
other half were leaning forward with their 
ears cupped trying to hear a word now 
and then.”’ But this situation was excep- 
tional. 
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2. Field Demonstrations. After county 
meetings had been held, the practice was 
to hold field demonstrations with groups 
of local assessors. Not uncommonly, as 
many as a dozen assessors would gather 
with the supervisor and assess several 
types of properties in the district. Super- 
visors paid particular attention to newly- 
elected assessors and tried to aid them in- 
dividually. Some of the supervisors were 
of the opinion that no other method gave 
as much help to local assessors. 

One of the supervisors described group 
meetings as follows: 


“A group meeting or assessors’ conference 
is exactly what the name implies—a gather- 
ing of a group of assessors with either the 
district supervisor or his deputy in attend- 
ance to help them. ... The writer attended 
group meetings ten years ago when he was 
a local township assessor and he can truth- 
fully say that one day spent in a conference 
of this type unfolded most of the assess- 
ment angle to him quicker and better than 
any book knowledge or laws or lectures ever 
could explain. 


“The assessor feels more at home in the 
field than anywhere else and he is willing to 
ask questions and give explanations of his 
processes. The meetings are held at a desig- 
nated point and all nearby assessors are in- 
vited to attend, but attendance is not com- 
pulsory. Every assessor present, including 
the supervisor or deputy, and also any visi- 
tor, is then put to work... . Each man 
works individually. This puts the assessor 
on the spot for both accuracy and uniformity 
of values. When enough field work has been 
accomplished the group adjourns to anv 
near-by available space and does the ‘book 
work’ and finally come the comparisons be- 
tween each other. 


“The new assessor realizes his errors and 
the older assessors try to help him over the 
rough spots. Assessors are quick to point 
out their neighbors’ errors. Many of our 
meetings were held on county lines so that 
both counties would be represented. Three 
of our meetings were joint meetings with 
our adjoining supervisors. .. . 





PATTERN OF SUCCESSFUL PROPERTY TAX ADMINISTRATION 


“We know that the ninety-seven assessors 
(which is about 67% of our total) that at- 
tended these meetings will agrce with us as 
to the usefulness of this method. . . .”78 


3. Assessors’ Bulletins. Regular assess- 
ors’ bulletins were important teaching de- 
vices used by a number of supervisors. 
They served the same purpose for super- 
visors as house organs do for private busi- 
ness. These bulletins stimulated interest 
in the work of assessing; they helped 
to improve the morale of assessors by 
publicly recognizing work well done; they 
helped to pass on to others the new ideas 
of the better assessors ; they served to dis- 
tribute to the assessors the latest available 
information on property values. In the 
hands of the more experienced and gifted 
supervisors these bulletins became essen- 
tials of supervision. Because there was no 
direction from the commission, this in- 
strument was developed entirely in the 
field offices. 

4. Technical Assistance on Difficult As- 
sessments. Technical assistance on diffi- 
cult assessments was provided the local 
assessors in two respects. An assessor 
faced with the problem of valuing a parcel 
of property with which he was unfamiliar 
was free to call upon the supervisor for 
assistance. These calls were frequent and 
the supervisors, prior to 1940, promptly 
responded to them. If the supervisor him- 
self was unfamiliar with this type of prop- 
erty, he was able usually to call upon oth- 
er supervisors who were better informed. 

This leads to the second type of assist- 
ance rendered assessors. Because many 
types of property involved difficult valua- 
tion problems, the supervisors conducted a 
number of special studies in these fields. 
For example, the extensive development 


*W. F. Roh'f, Annual Statistical Report on Prop- 
erty Valuation in Burnett County, Wisconsin Tax 
Commission, 1938, p. 11. 
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of fox fur farming in Wisconsin raised 
difficult problems, not only of assessing 
the real estate of these farms but also in 
valuing the breeding stock, pelts, and so 
on. Several supervisors conducted studies 
of, the fox farming business from the 
ground up and made the results of these 
studies available to needy assessors. 

One supervisor made detail studies of 
factory chimneys, types of construction, 
cost and value. Special. treatment was 
given to industrial factory chimneys, 
chimneys for office buildings and hotels, 
chimneys with architectural treatment, 
steel stacks, and so on. 

Lake lots are another difficult type of 
property to assess, of which there are lit- 
erally thousands in the state. Because of 
their low value in some areas, they are 
assessed like bananas—“in bunches.” In 
other areas, however, they are quite valu- 
able. Supervisors therefore made studies 
of the problems of appraisal of lake front- 
age. They pointed out that rules for eval- 
uating such property were somewhat simi- 
lar to those which apply to the valuation 
of residential property in cities, including 
front foot value units and depth factor 
tables. But each type of lake must be 
treated differently. Hunting and fishing 
lakes must be valued distinctly from gen- 
eral family-purpose lakes or private lakes, 
and so on. 


5. Sustaining the Assessor. The super- 
visors of assessment in the period from 
1925 to 1940 filled a very important place 
in giving assessors moral backing. This 
had a wholesome effect in a number of 


ways. 

Because of possible political repercus- 
sions, many assessors hesitated to make 
an equitable assessment of certain parcels 
of property. With the knowledge that the 
supervisor would sustain him and back 
his honest judgment, the assessor was 
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willing to proceed with a conscientious as- 
sessment and to face the resulting opposi- 
tion. If repercussions did develop, the su- 
pervisor was a handy person on whom to 
place the blame. 

Some of the larger industrial plants, by 
their very bigness, seemed threatening to 
some assessors. It takes courage to make 
an honest assessment of a plant which may 
be threatening either to move out of the 
taxation district “because of high taxes” 
or to carry the assessment to court. Re- 
cently, the assessment of a dried-milk 
plant in central Wisconsin was revised 
upward by the assessor. An attorney 
called upon the assessor to protest the re- 
vised assessment and the assessor referred 
him to the supervisor whose office was in 
a nearby city. When the supervisor had 
finished explaining how he and the as- 
sessor had appraised the plant, the attor- 
ney was ready to drop the whole matter. 
The supervisors were frequently called 
upon to back up the assessors in situa- 
tions of this sort. 

6. Improvement of Tax Descriptions. 
During the decade of the thirties, the su- 
pervisors of assessments undertook to im- 
prove the legal descriptions of real estate 
for tax purposes and to lift a part of the 
tedious detail in connection therewith 
from the shoulders of the local assessor. 
This was accomplished in two ways: (a) 
by establishing a permanent inventory of 
tax descriptions and preparing tax maps 
of the taxation districts; and (b) by pro- 
moting the mechanical reproduction of 
these descriptions and addresses on all tax 
records. In many places, this has freed 
the assessor of much clerical work and has 
given him more time to spend on valua- 
tion problems. The improvement in de- 
scriptions is being preserved for the future 
by the installation of addressing machines 
for preparation of the assessment rolls in 
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many counties. The system is kept up to 
date by the employment of county tax de- 
scription and tax roll clerks. 


7. Special Manuals for Assessors. The 
assessors’ manual, initially provided by 
the tax commission in 1930, was revised 
in 1935. This manual was sent by the 
supervisors to assessors sometime before 
the beginning of the assessment season. 
After the season was over, manuals were 
returned to the supervisor for safe-keep- 
ing. 

Because this manual proved deficient in 
numerous respects, particularly in its fail- 
ure to keep up to date, and also because 
some assessment problems required spe- 
cial attention in some supervisory dis- 
tricts, a number of supervisors followed 
the practice of preparing and distributing 
special assessors’ manuals. As in the case 
of news letters, these special manuals fol- 
lowed no uniform plan. 


8. Cooperation Between Assessors and 
Supervisors. One should not get the im- 
pression that the relation between the su- 
pervisors and assessors was all one-way 
traffic. Quite the contrary, in the more 
successful supervisors’ districts there was 
a healthy spirit of give-and-take between 
supervisors and assessors. This extended 
not only to forms and methods of assess- 
ing and equalizing, but also to property 
values. The supervisors discovered that 
the better assessors had much to contrib- 
ute. 


9. Guiding Boards of Review. It “prof- 
iteth little” to secure a good assessment 
by an informed assessor if the product is 
to be upset, as sometimes happens, by an 
incompetent board of review. To avoid 
this difficulty, supervisors in some cases 
extended their educational programs to in- 
clude local boards of review. 

Supervisors also qualified as expert 
witnesses before the courts, and this furth- 
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er aided local assessors. Supervisors 
coached assessors on the proper court pro- 
cedure, presentation of evidence, and so 
on. One supervisor reported that during 
the spring and summer of 1938 he attend- 
ed 14 board of review meetings, conducted 
examination of witnesses at 5 of these 
meetings, appeared as an expert witness in 
2 hearings, negotiated settlement of 2 con- 
tested cases for municipalities, and assisted 
the tax commission on 3 reassessment 
hearings. 


Reorganization of Supervision 


in 1940 


To those who (like the present au- 
thors) greatly admired the operation of 
the Wisconsin supervisory system as 
above described, the story of what hap- 
pened in this field after 1940 is not a 
happy one. It can be said with only slight 
exaggeration that, following the drastic 
reorganization of that year, state supervi- 
sion had completed a 40-year cycle. It 
began in the nineteenth century with al- 
most no assistance to assessors, was fol- 
lowed by 25 years of growing central 
domination, then 15 years of state and lo- 
cal cooperation, and finally the present re- 
lapse to nineteenth century policies. It is 
hoped that this relapse is only a temporary 
one, 


Shortly after the reorganization of the 
Wisconsin Tax Commission into the Wis- 
consin Tax Department, the 10 super- 
visory districts were reduced to four. The 
largest district, comprising 25 counties, 
covered the northern part of the state. 
Two other districts covered 21 counties 
and one of these included a mixed agri- 
cultural and urban area which stretches 
from the middle Illinois border to the 
Door Peninsula in the northeast. These 
huge districts were saved from being quite 
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as unwieldy as they might seem by sub- 
division into three subdistricts, with a 
deputy supervisor of assessments in charge 
of two of them and a supervisor in charge 
of the third. The two sub-district depu- 
ties were made responsible to the super- 
visor of the district. The Milwaukee dis- 
trict, comprising four counties, was not 
subdivided. 

Far more important than the reorgani- 
zation of districts was the drastic reduc- 
tion in supervisory personnel. The former 
staff of 10 supervisors and 14 deputies 
was pared to 4 supervisors and 9 depu- 
ties, or nearly a 50 per cent cut. Consider- 
able cuts in other clerical and office per- 
sonnel further reduced the amount of 
available help. The older, more experi- 
enced, and better paid supervisors were 
the ones chosen for dismissal in the main. 
Salary cuts were prescribed for several of 
the retained personnel. This wholesale re- 
vision of staff was not impeded by the 
civil service provisions largely because it 
attended a complete reorganization; the 
newly created tax department might hire 
such employees as could qualify for ap- 
pointment. 


Cutting supervision to the bone was 
part of this plan and was necessitated in 
any event by the size of the districts and 
the reduced staff. A supervisor and two 
deputies cannot effectively supervise the 
work of 625 local assessors. Principal at- 
tention of the existing personnel must be 
given to the task of central assessment. 
The county conferences (required by law) 
have been continued but it has been neces- 
sary in many instances to hold two brief 
county meetings on the same day. 


The alleged motive for reorganization 
was economy but it was apparent enough 
that the promoters had little faith in su- 
pervision and were probably even hostile 
to it. Some popular opposition to the 
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change in policy has been expressed but it 
has been disappointing in volume, The ex- 
perience illustrates the political weakness 
of the supervisory program and its de- 
pendence upon the fortuitious factor of 
leadership. 


Conclusion 


The preceding analysis suggests that 
there are three interdependent essentials 
of a successful state assessment supervi- 
sion program. These are: (a) adequate 
well-trained technical personnel; (b) ef- 
fective and aggressive leadership by the 
state department of taxation; and (c) ade- 
quate and continuing appropriations to 
enable the recruitment and retention of the 
necessary staff. 

Some further elaboration of the second 
of these qualifications may be in order. 
Effective and aggressive leadership by the 
state tax department is a requirement for 
successful property tax supervision. As 
Wisconsin’s experience has clearly shown, 
this one factor can make or break such a 
program. It is not enough that there be 
competent personnel on the staff; there 
must be direction of this personnel coupled 
with the desire to make supervision count. 
Until 1940 the tax commission supplied 
this leadership. One outstanding com- 
missioner invested 17 years of his life in 
this work. He was a tireless worker, a 
constant traveler, a good judge of men, 
and a strong believer in the substantial 
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values of local democracy. What the su- 
pervisors did for the local assessors, this 
commissioner did for the supervisors 
themselves. He trained them, worked with 
them, inspired them, and protected them. 

Supervision of the local assessment has 
not disturbed boundaries or powers or re- 
sponsibilities, and thus has been a com- 
promise between the advantages claimed 
for unified administration of common ac- 
tivities on the one hand and local self gov- 
ernment on the other. As a compromise 
it might not measure up in efficiency to a 
consolidated government nor in demo- 
cratic values to a system of completely 
autonomous local units. But it has been 
acceptable to the taxpayers of the state 
and it has been a powerful factor in rais- 
ing the level of at least one (and probably 
more than one) phase of local govern- 
ment. Its achievements have been in the 
field of inter-governmental cooperation 
where progress has usually been painfully 
slow. 

The Wisconsin experience shows the 
vulnerability of the supervisory system 
and its weakness in the face of attack from 
above. But there are no sure and easy 
roads to successful property tax adminis- 
tration. There are probably some disillu- 
sionments along any of the roads. It is 
believed that in many states progress in 
state supervision represents the most 
promising attack upon the evils of inequi- 
table local property tax assessments. 





Objectives of Area Analysis in the Northern 
Sierra Nevadat 
By DAVID WEEKS* 


HE Northern Sierra Nevada area of 

California has served for more than a 
decade as a research and planning labora- 
tory for a number of state and federal 
agencies. During this period significant 
changes have taken place in the orienta- 
tion of research and in points of view 
concerning the kind of knowledge and 
type of organization required for land use 
planning. In 1930, after a survey of simi- 
lar work being done elsewhere in the 
United States, the University of Cali- 
fornia and the United States Forest Serv- 
ice undertook a pilot study in El Dorado 
County, looking forward to a state-wide 
survey of natural resources and a plan for 
their conservative use. In 1934 this ini- 
tial project was extended to include five, 
and later, portions of nine California 
counties of the Northern Sierra Nevada 
region. Segments of four national forests 
were embraced in this extended area. In 
1935 the Placerville Soil Conservation 
Project, later organized as a district, was 
established. Gradually this field office be- 
came the headquarters for the activities of 
the Soil Conservation Service for this 
part of California. In 1938 and 1939 the 
United States Bureau of Agricultural 
Economics entered upon various activities 
in the area, cooperating with the Univer- 
sity in the conduct of research in the field 
of Directional Measures, Water Facilities, 


¢ Paper No. 107, The Giannini Foundation of Ag- 
ricultural Economics. 

* College of Agriculture, University of California, 
Berkeley. 


and County Planning. Yuba County, one 
of the nine counties mentioned above, had 
been selected for an “intensive” and later 
a “unified” planning program under the 
Mount Weather Agreement. In 1941 the 
Northern Sierra Nevada area was selected 
as one of twenty-seven in the United 
States to be a testing ground for the “Col- 
by Technique” in area analysis for public 
works planning and was one of four se- 
lected as illustrative examples in the pub- 
lished report on the method. Although 
the results of these various activities have 
been presented elsewhere,’ it seems desir- 
able at this stage to raise the question 
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seriously concerning the worthwhileness 
of area analysis as one type of land utili- 
zation research and to attempt to answer 
that question in the interests of a higher 
professional standard for the future. With 
this end in view, the cooperative investi- 
gations of the University of California 
and the United States Forest Service will 
be critically and frankly examined—in- 
trospectively, retrospectively and prospec- 
tively — with particular emphasis upon 
original goals, diverting influences, the 
course of recent progress and the out- 
look for the future. 

At the outset of the initial research in 
El Dorado County, the central objective 
was the “delineation of the boundaries of 
areas best suited for agriculture, forestry, 
recreation, water conservation, grazing 
and other major uses.” As a means by 
which this primary objective was to be 
attained, a group of secondary objectives 
was set up. These secondary objectives 
were: 


(1) A general classification of land on the 
basis of its physical characteristics ; 


(2) A statement of the way in which the 
different classes of land are utilized; 


(3) An analysis of farm income under pre- 
vailing conditions and present utilization of 
the different classes of land; 


(4) A consideration of alternative uses for 
the land and alternative employment for the 
people on the land; 


(5) The determination of the extent to 
which local areas are capable of yielding 
sufficient returns to justify the expenditure 
of public funds required for their mainte- 
nance on the basis of their present utiliza- 
tion; and 


(6) A statement of the conditions under 
which land is submarginal for agricultural 
use. 
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Characteristics of Land Use Margins 
in the Northern Sierra Nevada 


As elevation increases, the intermediate 
margin between orchard crops and for- 
estry is characterized by a gradual shift 
from plums and peaches to cherries and 
plums, then to pears and apples, and fi- 
nally to forest. Orchard lands almost dis- 
appear at elevations of 3,000 to 3,500 
feet. In one part of the area, orange 
groves merge with timber at elevations 
ranging between 800 and 1,200 feet. 
Throughout this transition zone, the pro- 
portion of holdings used for subsistence 
farming or residence only, the number of 
unoccupied holdings, and the proportion 
of the area in brush and forest, gradually 
increase. Soil erosion, the growth of com- 
peting areas, changes in advantages of 
late marketing of pears, and major 
changes in the general demand situation 
have resulted in serious economic conse- 
quences. Long-period secular changes in 
climatic conditions have allowed sufficient 
time to elapse for considerable develop- 
ment to take place only to be blasted later 
by an infrequent adverse climatic condi- 
tion. High costs for irrigation water, in- 
curred during periods of prosperity in the 
orchard areas, have prevented prompt 
shifts from production of fruit to live- 
stock feed crops when economic reverses 
came. Writing off of bonded indebted- 
ness and other capital assets involving 
losses to investors has gradually resulted 
in some shift toward irrigated pasture. 
The process has been painful and slow, 
however. In other areas, water shortages 
especially in late summer—while fairly 
adequate for orchard crops—prevented 
diversion of these water supplies to the 
production of livestock feed. 

The margin between livestock ranching 
and forestry in the Northern Sierra Ne- 
vada is also a very indeterminate one and 
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is characterized by medium- and large- 
scale ranching interspersed among scat- 
tered small-scale subsistence types of 
farming and nonagricultural residences 
and detached forest and brush areas. Graz- 
ing extends throughout the whole transi- 
tion from ranching to forest. Incomes are 
low; and throughout this marginal tran- 
sition zone it is apparent that the land 
could produce much more from livestock, 
forestry or a combination of the two than 
it now does. Grazing capacities and rate 
of timber growth are very low because of 
brush encroachment and repeated fires 
which sweep into the timbered area from 
the brush fields. In the late summer, 
range forage becomes dry and low in cer- 
tain essential nutrients but, if supplement- 
ed by feed containing these essentials, pro- 
vides adequate feed energy. 

Depletion of the forest resource from 
cutting and fires and adverse conditions 
of demand for lumber in times of depres- 
sion have resulted in further economic 
distress which, superimposed upon that 
caused by agricultural depression, has re- 
sulted in general decadence in many com- 
munities. 

Offsetting somewhat the short-time de- 
pression conditions, the mining industry 
(affected favorably by general economic 
depression) has suffered a long-period 
downward trend and there is indicated, 
within its depleting mineral supplies, a 
prediction of ultimate doom. 


Difficulties of Land Classification 


It was not until several years after the 
publication of the earlier results of the 
studies in El Dorado County that the co- 
operating research workers ventured to 
present their criteria for classifying land 
according to probable best use.? In the 
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meantime, they worked energetically up 
to this point in the problem and then— 
like others working in the field—made a 
“broad jump,” on the basis of “judg- 
ment,” to the final conclusions. The new 
economic criteria, based upon net real in- 
come to different groups of the population 
from alternative uses of the land, and 
upon dispersion and permanence of that 
income, recognized a possible divergence 
between desirable uses of land and those 
determined under existing competive con- 
ditions. It was recognized, however, that 
in the absence of controls, net rent prob- 
ably in the long run was a major deter- 
minant of use. 

Formulation of economic criteria, how- 
ever, did not clear away all of the obsta- 
cles to classification, for the measurements 
which must be made were staggering in 
volume and impossible of accurate deter- 
mination, especially at the extensive mar- 
gin where they were to be applied. Theo- 
retically, under conditions of frictionless 
pure competition, net land incomes at the 
margin between livestock ranching and 
forestry are equal for either use. Actu- 
ally, even under conditions of land utili- 
zation poorly adjusted to competitive con- 
ditions, incomes from these alternative 
uses are so nearly equal that differences 
between them are small. These small dif- 
ferences in income from the alternative 
uses contain all of the error involved in 
measurement of income for both of the 
uses. Thus they are subject to very high 
percentages of error. No statistical means 
has yet been devised to measure these dif- 
ferences in income with the assurance that 
they are significant. 

The use of figures on farm abandon- 
ment, tax delinquency, or some other in- 


Criteria for Classifying Non-urban Land According 
to Probable Best Use,” Journal of Farm Economics, 
May, 1939, pp. 419-434. 
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dex, could be no more reliable than corre- 
lations between them and income and they 
must be tied in with income or have the 
limitation of being arbitrary. 

Judgment as a substitute for measure- 
ment can be no more accurate than the 
best known quantitative measurement. 
The use of a judgment estimate is justi- 
fied to save the cost of quantitative esti- 
mates but the results can be used only 
where a large probable error is permis- 
sible. As has already been indicated, a 
large probable error is not permissible in 
measuring the small differences in income 
required for land classification at the ex- 
tensive margin. As a matter of fact, it is 
of little consequence which of two alterna- 
tive uses is decided upon for a given tract 
of say, 40 acres. A decision one way or 
the other would make little difference in 
the income. 


Forces Determining Land Utilization 
in the Absence of Controls 


Within such a zone of indifference, 
controversy is rife not only between own- 
ers of land and entrepreneurs but between 
different professional fields. In the absence 
of controls, the pattern of land utilization 
will be greatly influenced by the balance 
of power between different interests and 
will be determined at any given time not 
alone by physical conditions but by the 
desires of land owners and entrepreneurs, 
their opinion concerning future returns, 
location of existing plants and marketing 
facilities capable of utilizing or disposing 
of the product, financial or institutional 
facilities for fostering a given direction of 
development, and trends in competition 
from other areas. 

These influences may be redirected 
more nearly in accord with changing eco- 
nomic conditions by knowledge of trends 


in the increment or depletion of resources 
which support local industry. For this 
purpose the inventory type of land utili- 
zation investigation, although condemned 
by many, may have direct application in- 
sofar as it provides a basis for prompt 
adjustment to changing conditions. Re- 
search directed at explaining the reasons 
for the location of the different types of 
utilization may provide even more useful 
knowledge basic to intelligent shifts in 
land utilization by owners and entrepren- 
eurs who, under the originally assumed 
conditions (absence of controls), hold the 
key to changes in land utilization. If lais- 
sez faire was to have been the guiding 
force in adjusting the land use pattern to 
changing economic conditions, this “pure 
science approach” to land utilization re- 
search might have had a promising fu- 
ture. 


Reorientation 


Between 1932 and 1935 the Federal 
Land Utilization program was gaining 
momentum. Under the influence of this 
movement and changes in administrative 
policies of the participating agencies, land 
utilization research was reorientated to- 
ward the determination of the possibilities 
of a conscious direction of land utilization 
in the interests of public welfare. Empha- 
sis shifted away from estimating entre- 
preneurial returns and net land income, 
and from efforts at detailed land classi- 
fication, to “the development of a plan for 
umproving land utilization.” This change 
in direction placed the research workers in 
a difficult situation, for opinion was di- 
vided concerning the wisdom of the shift 
and the degree to which it might become 
feasible or possible for men to take into 
their own hands that over which trial and 
error previously had held full sway. The 
case in favor of planned land utilization 
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is still in court. The evidence is neither 
completely convincing nor completely dis- 
couraging. 

Emphasis shifted from estimating en- 
trepreneurial returns and net land income 
to observing the amounts and sources of 
the incomes of all of the various groups in 
local population; from incomes at the 
margin only, to present and potential in- 
comes at the margin and in adjacent well- 
established livestock ranching and timber- 
land areas as well; from the expression of 
concern over conflicts between major uses 
of land to the demonstration of the inter- 
dependence of the different land uses in 
providing the aggregate area income; 
from attempts at precise detailed land 
classification to steps that might be taken 
by individuals, local groups or public 
agencies, to bring about a balanced de- 
velopment and use of available natural re- 
sources. A consideration of alternative 
uses of land did not vanish from the prob- 
lem but the question now was: What 
might be the probable effect upon the in- 
comes of various groups of the popula- 
tion of suggested changes in the uses of 
land? Summarized, these objectives be- 
came: 


(1) An observation of the relation of major 
land uses to associated physical conditions, 
te each other, to area income, and to the 
distribution of existing or potential incomes 
among the different groups of the dependent 
population ; 

(2) The identification, location, and de- 
scription of land use problems; 

(3) Consideration of possible ways in which 
certain adjustments in land use and other 
corrective measures might affect the amount, 
distribution, and permanence of area in- 
come ; and 

(4) Project planning for land use adjust- 
ment. 


Income analysis continued to be a valu- 
able basis of qualitative reasoning, served 


to introduce the investigators into the 
homes of the people residing in the area 
and, through the contacts made there, led 
to the development of an approach which 
resembled the accepted substitution (or 
synthetic) method of farm organization 
analysis applied to the economic activities 
of the area as a whole rather than to the 
individual farm, as had been the practice 
in previous applications of the method. 
Although inadequate for providing an ac- 
curate basis of land classification, obser- 
vation of income made it possible to evalu- 
ate, approximately, the relative importance 
of the resources basic to that income and 
to observe how different groups were be- 
ing affected by existing conditions of land 
utilization and how they might be affected 
by various proposals for changing those 
conditions. 


Possible Adjustments in 
Land Utilization 


Results of the research so far have in- 
dicated that certain specific changes with- 
in the area probably would result in im- 
provements in income. These include: 
(1) Diversification of farming and retire- 
ment of decadent orchards in the fruit farm- 
ing areas by: 


(a) Introduction of livestock ; 

(b) Utilization of irrigation facili- 
ties released from orchard irri- 
gation for irrigating pasture ; 

(c) Utilization of adjacent brush 
and grassland for ‘additional dry 
pastures (capable of economic 
utilization if supplemented by 
irrigated pasture) ; and 

(d) Reorganization of irrigation 
projects in the interests of lower 
water costs. 

(2) Greater production of farm products 
for home consumption, particularly by low- 
income families, on subsistence and part- 
time farms characteristic of the marginal 
zone, and on holdings now used only for 
residence. 
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(3) Increase in the economy of range utili- 
zation by: 


(a) Brush clearing ; 

(b) Supplementation by irrigated 
pasture and other feeds; and 

(c) Shifts to systems of ranching 
which would utilize more com- 
pletely the range feed when it is 
nutritionally in its prime. 


(4) Improvement of the forest as a source 
of income by: 


(a) More selective logging of old- 
growth timber stands; 

(b) Prevention of the premature 
cutting of rapidly growing sec- 
ond-growth timber ; 

(c) Prevention of the establishment 
of new sawmills that would de- 
plete timber supplies needed by 
existing plants ; 

(d) Concentration of the control of 

timber supplies now in a status 
of diffused ownership in respon- 
sible companies or public agen- 
cies ; 
Strengthening of fire protection ; 
Improvement of quality of sec- 
ond-growth timber by removing 
defective trees and species and 
by pruning young stands on es- 
pecially good sites; and 

(g) Extension of markets for poor- 
er species and grades to con- 
sume existing supplies of the 
better grades for special uses. 

(5) Increased efficiency of local govern- 
ment by: 

(a) Concentration of settlement in 
local areas; 

(b) Reorganization of the rural 
school system ; 

(c) More accurate assessment of 

roperty ; and 

(d) Redistribution of the tax bur- 
den. 

There are many other ways of increasing 
area income, but selected illustrations 
from those presented will serve to demon- 
strate the significance of the interrelation 
of problems and the interdependence of 
solutions. 


Project Planning 


The specific areas to be shifted in their 
use, in the interests of improved commu- 
nity welfare, will be determined at any 
given time and in any given locality as 
much by the means available for effecting 
the change as by the probable economic 
effects of the change when completed. 
These means for effecting a change in 
land utilization are shifting qualities. 
Therefore, different patterns of land utili- 
zation and different programs of action 
are feasible at different times and places 
and under different circumstances. 

The development of a plan for improv- 
ing land utilization in the Northern Sierra 
Nevada, therefore, shifted its course as 
one federal agency after another came 
into the picture and disappeared again. 
These changes were so frequent that often 
a new agency had come and gone before 
reorientation to it had been completed. So 
it was with the development activities of 
the Land Policy Section of the Agricul- 
tural Adjustment Administration, the 
Rural Rehabilitation Corporation, the 
Subsistence Homesteads Division of the 
Interior Department, the Resettlement 
Administration, the Land Utilization 
Program of the Bureau of Agricultural 
Economics, the Farm Security Adminis- 
tration, the broader land use adjustment 
activity of the Soil Conservation Service, 
and others. In time it began to appear— 
insofar as these Northern Sierra Nevada 
activities were concerned—that high cost, 
friction, and belated, imperfect, and pain- 
ful adjustment could be as characteristic 
of institutional forces as they were of nat- 
ural forces under laissez-faire. 

By what forces or agencies, then, was 
land utilization to be improved? Who 
should draw up the design by which land 
utilization might be improved? The re- 
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search under discussion was merely a pilot 
project and those conducting it had no 
thought of setting themselves up as a per- 
manent planning agency. Furthermore, 
they recognized the importance of partici- 
pation in planning by farmers and other 
local representatives. Accordingly, under 
their sponsorship and with the coopera- 
tion of the Farm Advisor, the El Dorado 
County Land Use Planning Committee 
was organized in 1933, five years in ad- 
vance of the inauguration under the 
Mount Weather agreement of the State 
and Local Planning Program. 

In principle, these two planning efforts 
were very much alike. As carried out, the 
earlier land use planning investigations in 
the Northern Sierra Nevada were much 
more intensive. The El Dorado County 
Land Use Planning Committee of 1933, 
made up of farmers and other local repre- 
sentatives, collaborated closely with the 
research agencies carrying on the techni- 
cal investigations. They made sugges- 
tions as to procedure, appraised results, 
decided on programs and made applica- 
tion to federal agencies for cooperation 
and assistance. The power of veto and 
decision as to program gave this planning 
organization a distinctly “grass roots” or 
“democratic” orientation. Its strength lay 
in the fact that a technical research organ- 
ization worked hand in hand with it in 
developing a land use plan for the area. 
Its major weakness was that it had no 
political or administrative control over 
the means of effectuating the plans which 
it had developed. 

The proposal of specific means to spe- 
cific ends is quite a different matter from 
the pointing out of the general needs of 
an area. Following the completion of the 
general land classification, an initial step 
was proposed which was a somewhat bold 
attempt to combine in a definite program 
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of limited scope the conservation, develop- 
ment and use of forest, agricultural, water 
and mineral resources in a closely related 
group of projects designed to provide a 
continuing income, a higher plane of liv- 
ing and a more economical local govern- 
ment for the population of Southern El 
Dorado County. A majority of the work- 
ing people of this area, most of them liv- 
ing in the country in a widely scattered 
settlement pattern, had been thrown out 
of employment by the closing of a large 
lumber mill suffering financial difficulties 
during the depression which began in 
1930. Even without these financial dif- 
ficulties arising from the depression, the 
mill had only eight years’ supply of timber 
in view, at the end of which time it ap- 
peared that it would be forced to shut 
down even if adequately financed. A large 
lime plant in the same area was operating 
intermittently and its employees needed a 
supplementary source of income. Both 
plants needed a more adequate water sup- 
ply and some ill-conceived schemes had 
been proposed for a huge water project 
which would have saddled the area with a 
debt it never could have paid. The exist- 
ing inadequate source of supply was a 
commercial company which was bankrupt. 
The situation was one which invited some 
experimental over-all planning. 
Accordingly, a multiphase program was 
suggested which included: (1) The fi- 
nancing of the lumbermill through the 
purchase by the government of the mill’s 
own timberlands; (2) The creation of a 
permanent supply of timber for the mill, 
the elimination of scattered settlement and 
the setting aside of a public grazing area 
by adding to the Eldorado National For- 
est through acquisition by the federal gov- 
ernment of scattered holdings throughout 
the timber working circle of the mill. 
(The timberlands thus acquired and those 
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obtained from the mill would be placed 
under sustained yield management.) (3) 
A plan for the families thus given a per- 
manent source of income of a permanent 
modern village or industrial town with 
financial credit for construction of mod- 
est housing facilities; (4) Rehabilitation 
and a modest extension of the water sys- 
tem of the area to provide a water supply 
for the lumber mill, the lime plant, and the 
village dependent upon them, a late-season 
supply for orchard farmers already using 
water from the same source, and water for 
a small amount of irrigated pasture to 
supplement the adjacent dry range feed; 
and (5) Provision for a resettlement area. 
(The latter was added at the request of a 
federal agency which was considering the 
project as a program and which was later 
declared infeasible by another federal 
agency called in to investigate it.) 
Although the program was not carried 
out just as planned, there are a number 
of reasons for reviewing this experience 
in planning. These experiences have led 
to the conclusion that a planning organi- 
zation which is not intimately geared to 
a means of executing its plans can point 
out needed changes and improvements 
with the possibility that the appropriate 
organization will come along at the ap- 
propriate time and carry out the propos- 
als. There is no assurance, however, that 
such improvements will be carried out in 
a manner or at a time that will result in 
their proper synchronization with other 
improvements upon which total success is 
dependent. Plans requiring contributions 
of public funds and which have some de- 
gree of complexity require simultaneous 
action by a number of public agencies. 
The weakness of the El Dorado Coun- 
ty proposal was that it relied too much 
upon temporary federal organizations and 
upon their ability to collaborate in carry- 
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ing out a unified program. The program 
was approved by a number of them but 
at no time was it possible for all of those 
who were expected to participate to agree 
upon details. 

Furthermore, the program—although 
simple in its general outline—was too 
complex and expected too much from ex- 
isting institutions which at that time were 
much less adapted to such an undertaking 
than they were a few years later. 


Even under the executive orders later 
issued in connection with the State and 
Local Planning Program, the term “uni- 
fied program” was still only a hoped-for 
objective when the activity was suspend- 
ed. Existing governmental organization 
exemplifies an independence of action and 
policy and a pride in intra-bureau plan- 
ning that prohibits free participation by 
one bureau in a plan which has been cre- 
ated in another or in one created entirely 
outside of the government. As one public 
official stated: “The government is not 
ready for comprehensive planning.” Some 
regretfully believe that it never will be; 
while others look upon comprehensive 
planning as “un-American” and therefore 
a dangerous departure from tradition. 


Many, however, look upon such coordi- 
nated development as an unused resource 
of great potential importance. The pro- 
posed initial step in El Dorado County, 
suggested by the character of the prob- 
lems found there and not by foreign in- 
fluence, illustrates how solutions to these 
complex problems transect professional 
fields and call for professional activity that 
cuts across from agriculture to forestry, 
from forestry to industry, and from in- 
dustry to residential use of land. 

Many of the proposals of the El Dorado 
planning effort have been realized but by 
means other than those originally con- 
ceived. The sawmill, with the help of an 
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R.F.C. loan, generated steam in its own 
boilers, blew its whistle and called its 
workers back to the job of depleting the 
remnants of its timber reserve. The of- 
ficers of the El Dorado National Forest— 
aware of the pending shortage—through 
stumpage exchange and other sources of 
funds, began to acquire unoccupied timber 
lands in the upper segment of the timber 
working circle. “To date 26,359 acres 
have been acquired and put under the Na- 
tional Forest Administration. A pending 
land exchange agreement will put an addi- 
tional 14,000 acres under management 
beginning this year. This part of the pro- 
gram should go a long way toward per- 
petuating the forest as a resource in this 
area.”* The El Dorado Irrigation Dis- 
trict bought up the ditches of the defunct 
water company and, with W.P.A. help, 
restored the facilities to a fairly good con- 
dition of repair. However, there still re- 
mains a serious water shortage. Instead 
of a planned village adjacent to the two 
major industries, a new shingle town 
grew up more or less haphazardly which 
indicates that a shortage of housing actu- 
ally had existed. In the meantime, the 
Soil Conservation Service directly as a 
result of these land utilization studies 
moved in on an adjacent area and began 
an intensive soil conservation program. 
Although never vigorously promoted as 
a program, another project plan for the 
solution of a typical problem complex in 
upper Yuba County which illustrates 
further the concept of an “integrated” 
program for an area, was outlined by the 
local land use planning committee. The 
plan called for a small reservoir for the 
introduction of a limited acreage of irri- 
gated pasture to supply deficiencies in 
the range feed produced on the open 


* Letter from Edwin F. Smith, Forest Supervisor, 
Eldorado National Forest. dated February 19, 1943. 
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grasslands and also as a supplement to 
additional feed which could be produced 
on extensive brush fields if converted to 
dry pasture. The introduction of the pas- 
ture and the clearing of the brush would 
remove a fire hazard adjacent to the for- 
est and provide in its place a firebreak to 
prevent fires originating in the brushy 
range lands from sweeping into the tim- 
bered areas. 

According to the plan, these timbered 
areas and certain deforested areas would 
be set off as permanent forests and pro- 
tected as such by more rigid fire control, 
zoning, acquisition of interspersed private 
holdings and the introduction of intensive 
forest management. These means and the 
planned location of dependent industries 
were expected eventually to concentrate 
the population in areas conducive to eco- 
nomical government and a generally im- 
proved plane of living. 

Although some government financial 
aid would be required, the major pro- 
gram would be fostered by local man- 
power, the public contributions being 
made for the removal of obstacles beyond 
the power of individuals or local groups. 
Public subsidies would be expected only 
where general public benefits could be 
demonstrated. Such general benefits might 
result from fire protection, provision for 
indigent relief or from the improvement 
of recreational resources accessible to 
more distant populations. 

The entire project was purposely de- 
signed on a relatively small scale in the 
belief that such endeavors are still in the 
experimental stage, the major purpose be- 
ing to test the possibilities inherent in the 
simultaneous or logically ordered execu- 
tion of a number of closely related correc- 
tive measures. 
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Influence of Planning Objectives 
upon Research 


A test of the possibilities of synchron- 
izing corrective measures in the solution 
of land utilization problems implies the 
application of the experimental method to 
research in land utilization. Project plan- 
ning in the Northern Sierra Nevada re- 
search had been introduced to utilize the 
facilities of the Federal Land Program as 
the nearest approach obtainable to the ex- 
perimental procedure required. It was 
discontinued because of the impossibility 
of obtaining the degree of experimental 
control necessary for adequate testing of 
techniques, methods and objectives. As 
a result, area analysis has progressed but 
the development of specific plans and of 
facilities for their execution has lagged. 
Local interests exercising their democratic 
prerogatives have committed themselves 
to certain trial programs, but the state 
and local Planning Program in which 
they had pinned their faith has subsided, 
as each of the score or more of its prede- 
cessors has done. County war boards and 
agricultural conservation associations, the 
Agricultural Adjustment Administration, 
and the State Extension Service—unify- 
ing their functions in a varying degree in 
the different counties—are performing 
the relinquished functions to some extent. 
Much remains to be done, however, in 
the application to problem solutions of the 
techniques which have been developed in 
the Northern Sierra Nevada for land 
utilization research and planning. 

These pioneer efforts indicate that a 
number of stages may be recognized as a 
basis for allocating responsibilities in the 
improvement of land utilization and for 
indicating the contribution to be made by 
research. First, the research phase would 
not only precede but would continue as a 


service to the other phases. Research 
would cover problems in the general fields 
of agriculture, forestry, public finance and 
economics and also in specialized types of 
inquiry on economic problems of land 
utilization and planning. The planning 
agencies are well acquainted with the 
sources of the former, the more general 
types of technical knowledge; but unfor- 
tunately, probably because of the imma- 
ture stage of the development and crystal- 
lization of technique in the economics of 
land utilization and planning, many of 
the agencies prefer to develop their own 
techniques rather than to wade through 
the vast supply of undigested reports for 
new ideas. Research on the possibilities 
and limitations of corrective measures is 
an inviting field, provided facilities exist 
for their being tested. Since time is such 
an important factor in the making of crit- 
ical tests, the state or federal experiment 
station not directly associated with an ac- 
tion agency may find such research rather 
futile. Thus if research in land utilization 
improvement is to go forward, the experi- 
mental method in research must be given 
serious consideration. Social experiments 
are unusually hazardous because of diff- 
culties of control. Furthermore, few ex- 
periment stations are equipped or financed 
for this kind of work. The outlook seems 
to be that there will be much more “blind 
flying” by federal action agencies in the 
post-war period and therefore there will 
be opportunity for the experiment station 
research worker interested in land utili- 
zation improvement to make post-mortem 
examinations of unsuccessful projects and 
analyses of successful ones for the purpose 
of determining the elements of failure and 
of success; or he may, as a refuge from 
painful experience, revert to his former 
pure science objectives of developing the 
theory of the location of the different lines 
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of production. Although the surge of in- 
terest toward area analysis has subsided 
somewhat, there still remains much to be 
done in the refinement of techniques of 
area analysis and the extension of their 
application to new useful purposes. Area 
analysis, once having become routine, 
would cease to be research and would 
merge into the second, or planning stage. 

Much confusion has existed concerning 
the meaning of planning. Some have be- 
lieved that the word implies the making 
of a decision concerning a given policy. 
Experience in the Northern Sierra Neva- 
da indicates that a sharp distinction should 
be made between planning on the one 
hand and decisions assuming responsibil- 
ity for the execution of the plan on the 
other. The first requires the close collab- 
oration between trained specialists and 
those to be benefited in outlining an ap- 
parently constructive line of action, while 
the second is purely the exercise of the 
democratic prerogative in deciding upon 
a course of action by those for whom the 
planning is being done. This decision may 
or may not coincide with the original 
plan. A planning program that will re- 
tain the commendable features of the lo- 
cal land use planning committee and at 
the same time more completely utilize 
planning techniques which have been de- 
veloped is a hoped-for improvement in 
procedure. Failure to recognize the im- 
portance of planning technique and of 
time and money expenditures as essen- 
tials to sound plans where complex prob- 
lems are involved has resulted in super- 
ficial proposals, delayed action and disap- 
pointing results. 

If acceptance, rejection or revision of 
the plan is recognized as a separate, or 
third stage in procedure, planning would 
cease to be offensive to many critics. This 
is the stage in which those who are to be. 
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benefited may exercise their democratic 
prerogatives and at the same time utilize 
technical skill and financial support. If 
the State and Local Planning Program is 
to have a successor, more attention needs 
to be given to the allocation of responsi- 
bilities among local interests, extension 
services, and the state and federal experi- 
ment stations. 

The fourth and most difficult stage is 
the execution of plans. Difficulty of exe- 
cution, however, will depend upon the 
kind of plans which are adopted. Correc- 
tive measures for certain specific prob- 
lems may not require much planning and 
their execution may be simple. Since most 
land use problems are complex, however, 
many of them will remain unsolved with- 
out further experimentation on the con- 
duct of unified action programs of a more 
comprehensive type. The most difficult 
problem, however, remains unsolved— 
that is, the type of organization required 
for the execution of comprehensive plans. 
The solution, to be sure, will be different 
for different situations but for the typical 
area problem complex. the serious ques- 
tion remains whether or not the results 
expected from such planning will justify 
the fundamental changes required in gov- 
ernmental and institutional organization 
to accomplish them. Many minds are al- 
ready made up on this question. Some 
negatively; some positively. This differ- 
ence in state of mind unfortunately has 
become involved in questions of political 
and social philosophy. The negative minds 
are influenced by the fact that planning is 
a feature of the Russian system, which 
they do not like. Have these negatively- 
inclined people made a sufficient inquiry 
to determine if it is the planning feature 
of Russian governmental organization 
which they do not like or if it is the idea 
of collectivism? Are the two counterparts 
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of each other? Equally disturbing also is 
the tendency of radically-minded people to 
rush to the support of planning. There 
has been a tendency on the part of radical 
leaders to incorporate some popular ideal 
into their propaganda. At one time it has 
been peace, at another democracy, anoth- 
er cooperation, and still another time it 
has been planned economy. If general, or 
over-all planned economy is infeasible and 
too complex, is the carrying out of a lim- 
ited number of closely related projects to 
solve a group of closely related local prob- 
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lems also infeasible? If it is feasible, then 
is it to be condemned because it is off- 
color in relation to our traditional way of 
thinking? These questions are truly the 
crossroads of area analysis for local plan- 
ning. They must be fearlessly and frankly 
faced and answered, for the central objec- 
tive in local planning is the concordance 
of various economic activities for the 
maximum good of the community. Upon 
the feasibility of attaining this objective 
rests the worthwhileness of area analysis 
for land use adjustment. 





Land Tenure Policy Goals 


By JOHN 


THE. Report of the President’s Com- 
mittee on Farm Tenancy sets forth as 
its express purpose, .. . “to examine ex- 
isting systems of land tenure and make 
recommendations for alternative types of 
tenure in the interest of increasing farm 
security and the stability of rural life.”* 
Instead of saying that Uncle Sam should 
give everyone a farm, the statement of the 
Committee says that Uncle Sam should 
increase “farm security and stability of 
rural life’ as the goal of a land tenure 
policy. It does not even intimate that a 
given form of tenure will accomplish this 
objective but suggests that not one but 
several types may do so. If fee simple 
ownership meets the test, it is an approved 
form of tenure; but the statement also ad- 
mits that a system which includes land- 


lords and tenants may also give security: 


to those on the land and make for a stable 
community. .No prejudice is expressed 
against systems that include mortgaged 
owners and “lendlords,” landlords and 
croppers, or managers and laborers. Still 
other tenure relationships or combinations 
thereof would be acceptable as long as 
they met the tests of “security” and “sta- 
bility.” 

Contrary to the historical favoritism 
accorded the freehold, and in contrast 
with the current thought of many people, 


* University of Wisconsin. The author is indebted 
to Professors‘ George S. Wehrwein, Kenneth H. Par- 
sons, and J. H. Kolb, all of the University of Wis- 
consin, for their stimulating criticisms and helpful 
suggestions in the preparation of this paper. 

* Report of the President’s Committee on Farm 
Tenancy, February, 1937, (Washington, D.C.: Govt. 
Printing Office) p. 3. 


F. TIMMONS* 


owner-operatorship of land is viewed by 
the report as a means, and not as a goal, 
when it says: ‘Farm home ownership has 
been approved throughout American his-. 
tory as the primary means of attaining se- 
curity.” The shortcomings of this means 
of attempting to achieve security and sta- 
bility provide the real basis for recom- 
mending “alternative types of tenure” for 
attaining these goals for tenants, labor- 
ers, croppers, mortgaged owners, and oth- 
er tenure groups. 

Although the report does make a real 
contribution to tenure thought by distin- 
guishing between means as “alternative 
types of tenure” and goals as “security” 
and “stability,” it fails to consider other 
goals which are also necessary in the de- 
velopment of a well-rounded and satisfac- 
tory program of tenure improvement. The 
failure of the report to consider more of 
the goals of land tenure reflects a serious 
weakness inherent in much of our present 
and past tenure policy and poses the prob- 
lem to be dealt with in this paper. 

Land tenure in this articlé'is interpreted 
to mean the relationships between indi- 
viduals, and between individuals and so- 
ciety, growing out of the use of land. This 
includes relationships between mortgagees 
(public and private) and mortgagors, 
landlords (public and private) and ten- 
ants, operators and laborers, as well as 
between managers on the one hand and 
Owners, operators and laborers on the 
other. In a broader sense, it includes the 
relationship between society and land 
owners, operators and laborers—through 


? Ibid., p. 3. 
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the use of the police, eminent domain, and 
tax powers—in all instances where these 
relationships impinge upon rights in land. 
Although not emphasized in this discus- 
sion, land tenure also includes all relation- 
ships that arise because of public owner- 
ship of land and the relationships of dif- 
ferent levels of government to individuals 
because of public land ownership, man- 
agement and leasing. 


Why Formulate Goals? 


Tenure policy manifested in action pro- 
grams and research activities must be di- 
1ected towards definite ends. Otherwise, 
it becomes haphazard and lacks direction 
and integration. Regardless of whether 
we accept the viewpoint expressed by 
Professor Karl Brandt, “Land tenure 
forms the core of institutional agricultural 
policy.... It certainly poses agricultural 
policy’s most central problems, and prob- 
ably its most vital ones,”* or the position 
taken by Professor C. H. Hammar, 
“The tenure ideal is a subordinate one in 
relation to other more fundamental drives 
in society,’* we are forced to conclude 
that we must have a land tenure policy. 
Inasmuch as the manner of holding and 
distributing rights in land is largely con- 
trolled by society through government 
and subject: to change only through col- 
lective action, society needs certain stand- 
ards for evaluating its behavior towards 
the system of tenure under which rights 
in land are held and alienated. Adequate 
goals should furnish these standards. 


*Karl Brandt, “Toward a More Adequate Ap- 
proach to the Farm Tenure Program,” Journal of 
Farm Economics, February, 1942, p. 206. 

*C. H. Hammar, “The Land Tenure Ideal,” Jour- 
nal of Land & Public Utility Economics, February, 
1943, p. 69. 


The need for goals was well stated by 
J. G. Maddox when he said: 


“There are always four steps which are 
consciously or unconsciously taken by the 
policy maker. First he sets up his ideal or 
objective. Second, he takes an inventory of 
the existing situations. Third, he measures 
or visualizes . . .the difference between the 
existing situation and his ideal. Fourth, he 
chooses a course of action . . .to bring the 
existing situation to the ideal which he has 
set.”5 


In this way the goals of tenure policy or 
the “ideal’’ or “objective,” using Mad- 
dox’s terms, not only become the first step 
in framing tenure policy but also consti- 
tute the primary criteria in developing the 
succeeding steps. 

Existing tenure programs, however, 
furnish little evidence that goals have 
played such an important role in formu- 
lating land tenure policy. From an analy- 
sis of existing land agencies, Charles 
Abrams concludes : 


“From this examination of the record and 
background of the New Deal land agencies, 
it should now be evident that none has as- 
sumed the task of defining the real issues, 
the ultimate objective; and indeed, it is 
quite clear that none of them were desig- 
nated with that end in view, and that their 
usefulness under the present set-up is sharp- 
ly limited to the performance of highly spe- 
cialized and largely routine functions.”® 


Students of land tenure have been of 
little aid in clarifying the goals of tenure 
policy. A recent study of land tenure poli- 
cies begins with a section entitled, “Ob- 
jectives of Land Tenure Policy,” in which 
one would expect to obtain some enlight- 
enment on the question of where we 


5J. G. Maddox, “Land Tenure Research in a Na- 
tional Land Policy,” Journal of Farm Economics, 
February, 1937, p. 105. 

*Charles Abrams, Revolution in Land, (New 
York: Harpers, 1939) p. 262. 
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should be going in tenure policy. How- 


ever, the reader is soon disappointed in | 


the author’s definition of the aims of ten- 
ure policy as “. . . being understood as 
aiming at the improvement of the condi- 
tions of the disadvantaged classes.”” This 
objective appears to be more of a sum- 
mary of the direction in which agricul- 
tural programs of the past few years have 
travelled rather than a formulation of ten- 
ure goals for the future. To conclude that 
tenure improvement is limited to the “dis- 
advantaged classes” is a direct contradic- 
tion of our land tenure system which pro- 
vides the framework for all classes in the 
relationship of individuals to each other 
and to society in the use of the land. 
Probably a more serious indictment 
may be made of the seven national land 
tenure objectives proposed by Paul V. 
Maris. Included among Maris’ objectives 
are: the reduction in number of tenants, 
improvement of status of tenancy by 
changing over from short-term to long- 
term leases, and the expansion of cooper- 
ative farm leasing and purchasing associ- 
tions as rapidly as experience justifies.® 
These objectives actually coincide with 
certain of the “alternative types of ten- 
ure” considered in the President’s Report 
not as goals but as the means for attaining 
the goals of security and stability. Maris 
either assumes without mentioning the 
goals toward which his objectives as 
means are directed, or else he confuses 
alternative types of tenure with goals of 
tenure policy. Or, possibly Maris’ ob- 
jectives are really “ends-in-view” which 
are regarded as goals for immediate fu- 
ture action but which become means in 


"H. W. Spiegel, Land Tenure Policies at Home 
and Abroad, (Chapel Hill: University of North 
Carolina Press, 1941) p. 1. 

*Paul V. Maris, “National Land Tenure Objec- 
tives,” Land Policy Review, July, 1941, (Washing- 
ton, D.C.: Govt. Printing Office) p. 35. ; 
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achieving the ultimate long-time goals.° 
In either instance, the goals of tenure pol- 
icy are left in a state of confusion. 

The thesis maintained in this paper is 
that the failure to think out and set forth 
definite and comprehensive goals of at- 
tainment has loomed large in compromis- 
ing the desired effect of tenure improve- 
ment measures. In an attempt to alleviate 
this difficulty, six goals are proposed as 
the ends towards which tenure policies 
might well be directed. The remainder of 
this paper is addressed to the explanation 
and interpretation of these suggested 
goals. 


The Suggested Goals 


The following six goals, including farm 
security and community stability listed in 
the President’s Report, are posed as the 
ends of tenure policy towards which 
means should be directed. Because of the 
various and confused meanings associated 
with the words used in denoting these 
goals, each word is defined in terms of the 
meaning given it throughout this paper. 
Elaborations on these definitions are made 
in succeeding sections. (1) Freedom to 
develop one’s resources and to realize his 
inalienable rights of life, liberty and the 
pursuit of happiness. (2) Widely dis- 
tributed rights in land (control over land 
resources) to provide the physical re- 
sources with which to work and enjoy 
life. (3) Security in the future possession 
of present landed rights. (4) Stability of 
rural institutions including the school, 


*For an excellent discussion of ends, means, and 
ends-in-view see John Dewey’s “Theory of Valua- 
tion,” International Encyclopedia of Unified Science, 
(Chicago, Ill.: University of Chicago Press, 1939) 
Vol. II, No. 4, Part VI, “The Continuum of Ends— 
Means,” particularly p. 43. Also, by the same au- 
thor, Logic, The Theory of Inquiry, (New York: 
Henry Holt & Co., 1938) Chap. IX, “Judgments of 
Practice: Evaluation,” and Chap. XXIV, “Social 
Inquiry,” ‘particularly p. 497. 
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church and local government. (5) Ef- 
ficiency of production directed towards 
the maximization of the produce from the 
resources in which rights are held. (6) 
Conservation of the resources in which 
rights. are held. or over which control is 
exercised. 

These goals are the outward manifesta- 
tions of deep-seated wants existent within 
the nature of American people. People 
want to be free to do as they please. Peo- 
ple want to possess a reasonable degree of 
security. People want to obtain as large 
a return as possible from their labor and 
savings. People like to control resources 
for their own use and enjoyment. To in- 
sure land resources for the future, con- 
servation must be practiced. And rural 
institutions must be maintained to pro- 
vide the non-material wants of people and 
to protect their rights in resources under 
their control. 

Individuals vary in their individual 
wants. That is one reason why these sev- 
eral wants, when expressed as goals, must 
all be considered. Some of these goals 
are overlapping. Some of them are in con- 
flict. To permit complete individual free- 
dom may mean that a few people would 
ultimately control all of the land, exclud- 
ing all others. To promote maximum se- 
curity may mean gross inefficiency. That 
is another reason why the several wants 
expressed as goals must all be considered 
and ultimately blended together. 

More important than individual wants 
are the needs of all individuals taken col- 
lectively—society. Most of these goals 
have been accepted by society at one time 
or another, in whole or in part, as is 
shown through historical evidence pre- 
sented in subsequent sections. All of these 
goals are essential to a well-balanced soci- 
ety at equilibrium—equilibrium, not in 
the classical sense premised upon concepts 








of efficiency or economy, but rather in the 
social, economic and political sense, en- 
compassing all phases of society, and 
under conditions where the social institu- 
tions are functioning in the best interests 
of all of the people. 

These goals are not revolutionary in the 
sense of necessitating deep-seated changes 
in our society. On the contrary, they are 
essential constituents of democratic gov- 
ernment and cannot be ignored in the 
formulation of policies designed to give 
democracy a deeper meaning for a larger 
number of people. 


Freedom for the Individual 


Foremost in the minds of our founding 
fathers was the idea that individual free- 
dom of choice and action must be obtained 
and secured for present and future genera- 
tions. To some people, individual liberty 
may seem rather far-fetched as a goal of 
tenure policy. Yet, Thomas Jefferson, 
Benjamin Franklin and other early states- 
men made liberty the goal of land tenure 
and emphasized the ownership of landed 
property as the primary means of achiev- 
ing this goal. 

It seems rather odd today, in view of 
the rise of urbanization and industrializa- 
tion, that individual liberty and the own- 
ership of land were so intimately associ- 
ated. But we should recall that in the 
early days of the new republic, agriculture 
was the predominant form of economic 
enterprise. It was largely self-sufficient 
and highly independent. Jefferson ob- 
served that whenever an individual left 
the land and went into industrial work, 
part of his independence and self-sufficien- 
cy was left behind. Therefore, Jefferson 
believed that only through ownership of 
landed property was the individual able 
to retain his independence and individual 
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liberty which was believed to be essential 
to democracy. Through land ownership, 
the individual would always retain the al- 
ternative of earning his own livelihood 
whenever industrial labor conditions be- 
gan to infringe upon his personal liberty. 
This idea may be viewed as the prototype 
of the “safety valve theory” pertaining to 
the escape of exploited laborers to the free 
lands of the West. 

This association of individual liberty 
with land ownership may be traced down 
to recent times in the development of ten- 
ure policy. And its origin may be traced 
back to conditions existing in the Old 
World at the time this country was set- 
tled. In Europe, land not only meant free- 
dom and security for the owner but also 
served as the basis of social, economic 
and political power and privilege for the 
relatively few people who were permitted 
to own land. After all of the land re- 
sources of feudal Europe had become ap- 
propriated into estates by the aristocracy, 
land was practically unobtainable for the 
vast majority of Europeans. This meant 
that freedom, security and the right to 
economic resources were in varying de- 
grees denied the rank and file of the land- 
less people. 

It is understandable, therefore, that our 
founding fathers endeavored to make land 
available to everyone upon easy terms. 
Going to the other extreme, land not only 
became the private property of the masses 
but it was placed on about the same level 
as personal property in that land was 
made freely tradable, purchasable, and 
salable. Important aspects of John Locke’s 
western liberalism found expression in the 
free and easy alienation of land incorpo- 
rated into the law and custom of the new 
Republic. The individual was given ex- 
clusive, yet not absolute, control over his 
land. These principles became the “law of 
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the land.” Ownership of land in fee sim- 
ple has been ever since a preyailing char- 
acteristic of land-holding in this country. 

Early views on land tenure were not 
without inconsistencies. Despite Thomas 
Jefferson’s contention that “the small 
landholders are the most precious part of 
the state,” he was the principal author of 
the Ordinance of 1784 which was de- 
signed to dispose of land largely for pur- 
poses of public revenue—which meant 
that the speculator, not the small holder, 
was encouraged to get control of land. 

In retrospect, it is difficult to say 
whether the small freehold, revenue needs, 
military grants, or grants for internal im- 
provements were most important in the 
alienation of the public domain. Each 
played an important role at one time or 
another. The one driving force behind 
our early land legislation was that of get- 
ting the public domain into private own- 
ership as rapidly as possible. This was 
motivated by the belief that public inter- 
ests were promoted most by private prop- 
erty in land and by the desire of state and 
local governments to get public lands on 
their tax rolls at the earliest possible date. 

The concept that land ownership is 
closely linked with individual freedom still 
lingers on in current thought. In the 
“Foreword” of the Iowa Governor’s Ten- 
ancy Committee Report, we find: “. . . 
and we, unhesitatingly, state that owner- 
ship of land by the family that lives upon 
it and operates it is the best way to secure 
and retain these manifold freedoms and 
thus achieve permanency for the free, 
democratic institutions we cherish.” A 
recent congressional report also empha- 


* Report and Recommendations of the Farm Ten- 
ancy Committee, Iowa State Planning Board, Des 
Moines, Iowa, October, 1938. 
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sizes individual freedom and independence 
in the following words: 


“Since the homestead law of 1862 became 
ineffective, there is no national law safe- 
guarding the American farmer in his ‘in- 
alienable right’ of the ‘pursuit of happiness’ 
in freedom and independence. ... It is evi- 
dent that the present trend of agriculture is 
towards a system of tenantry and serfdom 
that is destructive of the liberty and freedom 
of the individual citizen and foreign to the 
doctrine of equality of citizenship.”™ 


This line of reasoning is so deeply in- 
grained in American thinking that no ten- 
ure policy can afford to ignore it. 


Widely Distributed Rights 


Small Freehold as a Goal. Although 
Jefferson, some of his contemporaries, and 
later proponents of our traditional land 
policy placed liberty of the individual as 
the chief (if not the only) goal of our 
land tenure policy and looked upon the 
family farm under owner-operation as the 
means to achieve this goal, others looked 
upon the freehold per se as the goal. This 
seems to have been the historical develop- 
ment in American thinking and is partly 
responsible for the confusion of goals and 
means we are now attempting to clear up. 

The small freehold was bred in the 
minds of colonists escaping the oppression 
of European landlords, was born in the 
ordinance of 1787 and other acts of the 
New Republic, and was nurtured to ma- 
turity by advocates of the various preemp- 
tion and homestead movements. Horace 
Greeley and Arthur Young contributed 
much toward the development of the free- 
hold concept in their writings. However, 
the freehold as the ideal in land tenure 
reached its zenith through the forceful 


™ Report of a Sub-Committee of the House Com- 
mittee on Public Lands, 74th Congress, 2nd Session, 
H. R. 8286. 
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oratory and cogent arguments of Thomas 
Hart Benton. In one of his most stirring 
debates on the homestead issue, Benton 
declared : 


“The tenant has, in fact, no country, no 
hearth, no domestic altar, no household god. 
The freeholder, on the contrary, is the na- 
tional supporter of a free government, and 
it should be the policy of republics to multi- 
ply freeholders as it is the policy for mon- 
archies to multiply tenants.’ 


If Benton could have foreseen the in- 
security of farm owners and the loss of 
proprietorship through foreclosure in a 
depression, and if he could have visualized 
the relative security which the English 
farmer obtained under the agricultural 
holdings acts, his views on tenure policy 
might have been altered considerably. 
Nevertheless, Benton was instrumental in 
bringing about the passage of the Preemp- 
tion Act of 1841, and he paved the way 
for the Homestead Act of 1862, both of 
which contributed greatly to the institu- 
tionalization of the freehold in American 
thought. 

Thus it was that pioneer America, in 
providing early settlers with an incentive 
sufficiently strong to impel them to brave 
the wilderness and develop the country, 
gave to us a deeply intrenched and almost 
sacred belief in the small freehold as the 
goal of land tenure policy. It cannot be 
denied that the placement of land under 
full control of private owners was a domi- 
nant factor in providing the incentive for 
the early development of this country. 
The American freehold was not only the 
attracting force for many immigrants, but 
it also became the motivating force which 
sent colonial sons farther and farther west, 
from frontier to frontier. 


™ Thomas Hart Benton, Congressional Debates on 
Homestead Legislation, 119th Congress, 1st Session, 
pp. 727-8. 
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Benton, his contemporaries, and subse- 
quent supporters of the freehold as typi- 
fied by the homestead, assumed that this 
type of tenure was synonymous with the 
earlier goals of freedom and independ- 
ence. Owner-operatorship through the 
freehold came to be viewed as an end in 
itself and not as one of the means of ac- 
complishing the goals. 

Perhaps the question might be raised: 
Why try to distinguish between freedom 
of the individual and the freehold as-a 
goal since the results are the same? Ben- 
ton and other supporters of the freehold 
no doubt assumed that this type of tenure 
was synonymous with freedom; in fact, 
his speech implies this. Yet it is very 
doubtful that Jefferson ever intended 
owner-operatorship to be an end in itself. 
The ownership of land was conceived pri- 
marily as a means of safeguarding the in- 
dividual’s liberty and security, both quali- 
ties essential to the foundation of a democ- 
racy. Supporting this view is the fact that, 
in writing the Declaration of Independ- 
ence, Jefferson deleted the word “prop- 
erty” and substituted the phrase “pursuit 
of happiness” in that part of the document 
taken from “The Declaration on Viola- 
tion of Rights” which was adopted by the 
First Continental Congress and which 
stated that the inhabitants of the British 
colonies in America were entitled to “life, 
liberty, and property.’ 

That Jefferson favored the freehold as 
the means to accomplish the goal of lib- 
erty does not preclude the possibility of 
other forms of tenure accomplishing the 
same purpose. At a later date in the 
world’s thinking on landed property, he 
might have been just as willing to have 


“For a more complete discussion of this inter- 
pretation, see Gilbert Chinard’s Thomas Jefferson, 
The Apostle of Americanism, (Boston: Little, Brown 
& Co., 1939) pp. 83-4. 
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the leasehold as the freehold with a demo- 
cratic state as landlord—as is the case in 
parts of Australia. But the freehold as the 
goal precludes the leasehold tenure. Lease- 
hold does not meet the test even though 
liberty of the individual is just as preva- 
lent in one form as in the other. 


However, the goal of the freehold thor- 
oughly fixed in the American people the 
idea of private property in land, which 
had important implications for “liberty.” 
Property may be viewed as society’s guar- 
antee to the individual that his liberty and 
independence and control over definite 
land resources will be protected against 
the claims of others. It may be viewed as 
a qualification of other people’s liberties. 
Unlimited individual liberty leads to dis- 
order and even anarchy and therefore must 
be compromised with social order; indi- 
vidualism must be tempered with disci- 
pline. Not until society became organized 
and strong enough to protect the individ- 
ual’s life and possessions did civilization 


-begin to emerge. The wide distribution of 


landed property favored by Jefferson 
guaranteed the highest degree of liberty 
within the property line. “Every man’s 
home was his castle.” 

Our farmers started with the freehold 
obtained for a small sum, or, under the 
homestead act, as the outright gift of the 
federal government; yet, in 1930 fully 
58% of the value of farm real estate did 
not belong to the farm operator. Over 23 
billion dollars’ worth of farm property 
was operated by tenants, croppers and 
managers. Owner-operator farms were 
worth about 25 billion dollars but had 
mortgage debts of almost 5% billion dol- 
lars against them; in other words, the 
mortgage-holders had obtained rights in 
this proportion of the owned land. Our 
tenure system, instead of consisting of 
just one class — owner-operators—now 
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consists of landlords, tenants, croppers, 
managers, laborers, mortgagors, mortga- 
gees, and part-owners, in addition to full 
and free owner-operators. Tenancy, mort- 
gage indebtedness, land speculation, seg- 
mentation and consolidation, as well as 
other factors, have brought us a long way 
from the simple form of tenure that Jef- 
ferson and Benton considered the ideal. 


What shall we do? Can we go back to 
the earlier concept and by various pro- 
cedures and programs again make every 
farmer the owner of the farm he oper- 
ates? The Federal Land Banks were de- 
signed to help men own farms and they 
did; but, to the extent that the operator 
owed money to the bank, he shared 
rights to his land with that institution. He 
was not secure, as foreclosures by the 
Federal Farm Banks indicated. Perhaps it 
is correct to say that the present system of 
tenure is here to stay and the goal of Ben- 
ton cannot be fulfilled. Certainly, the lib- 
erty of the farm operator in debt to a pri- 
vate or public “landlord” has been cur- 
tailed, and the liberty of the tenant ranges 
from almost complete supervision for the 
plantation cropper to almost complete in- 
dividualism for the Corn Belt cash tenant. 
Granting these classes in agricultural ten- 
ure, the next logical goal is the proper 
and equitable distribution of rights in the 
land and to the products and income from 
the land. 


Distribution of Rights. To the social 
scientist, rights in land—rather than a 
physical quantity of land—is the impor- 
tant basis for distributing land among 
men. Thus the rights in a given area of 
land may become distributed among sev- 
eral individuals. The tenancy arrange- 
ment is one of the best known means of 
distributing rights in landed property. In 
case the landlord’s farm is mortgaged, an- 
other person, the mortgagee, assumes 
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some of the rights otherwise held by the 
landlord and the tenant. Sub-tenants and 
second mortgagees may come into the pic- 
ture, as well as holders of various lesser 
estates which may be carved out of the 
property. 

The time may not be far off when ag- 
ricultural laborers will be considered as ~ 
holding rights in the land on which they 
work, Sharecroppers, who in most states 
are considered laborers by the law, are by 
the statutes of the state of Alabama given 
rights in land similar to rights held by 
tenants. Laborers with even less attach- 
ment to the land than croppers may ulti- 
mately become the recipients of definite 
landed rights just as industrial laborers 
have achieved rights in the firm where 
they work. Any rights extended to the 
agricultural laborer, such as collective 
bargaining, maximum hours, minimum 
wages, job security, and improved hous- 
ing and working conditions, will mean 
that the land operator’s rights have been 
modified. 

No land tenure policy should omit from 
its goals an adequate distribution of rights 
in land. Such a concept extends the mean- 
ing of distribution of land resources origi- 
nally held by Jefferson and later by Ben- 
ton to all people dependent upon the land 
for a livelihood whether they be owners 
or non-owners, tenants or laborers. 


Security as a Tenure Goal 


When Benton said that the tenant has 
“no country, no hearth, no household 
god,” he implied that because the tenant 
has no “stake in the land” he is a wander- 
er without stability or security. Security 
may be defined as the reasonable asurance 
of definite relationship to the land—a feel- 
ing of permanence. Those who advocate 
the freehold believe that no other form of 
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tenure can possibly give more security 
than owner-operation, yet it is hardly nec- 
essary to point out that owner-operators 
have lost their farms even in prosperous 
times, to say nothing of the depression 
years. Many an old-fashioned drama was 
based upon the villain’s foreclosure of the 
mortgage and the noble hero’s rescue in 
the nick of time! The heavily mortgaged 
owner is often less secure than a tenant 
holding land under a favorable long-term 
arrangement. Great uncertainty is fre- 
quently experienced by the “owner-in- 
prospect”’—the farm boy who rents or 
works on his father’s farm with the gen- 
eral but somewhat vague idea of acquiring 
the farm through inheritance. Even the 
cropper or year-around hired laborer may 
have more assurance of a future relation- 
ship to the land than certain short-term 
tenants or encumbered owners. 


On the other hand, the English tenure 


system achieved a remarkable degree of 
security through land holdings legislation. 
In Germany the inherited freehold, an 
owner-operated but qualified form of 
tenure, was aimed at security for the op- 
erator. 


The bitter experience of the depression 
of the 1930’s has placed security as a ten- 
ure goal uppermost in the minds of many 
people. The foreclosure of farms, sher- 
iffs’ sales prevented by threatened lynch- 
ings, farmers’ strikes, followed by mora- 
torium laws and other remedial legislation 
indicated the farmer-owners’ determined 
efforts to obtain security. The insecurity 
of the tenant had been recognized long be- 
fore but had never been so dramatized. It 
is quite understandable, therefore, that the 
President’s Committee should make this 
and stability the sole goals of a tenure 
policy. That the freehold has failed to 
accomplish security and stability is re- 
vealed in the suggestion that alternative 
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forms of tenure be set up to accomplish 
these goals. . 


The Report’s recognition of security as 
a goal and the separation of the means 
from the goal to be accomplished is a no- 
table step in land tenure thinking. The 
criticism to be levelled against the recom- 
mendations of the Committee is that they 
fall into the equally dangerous position of 
emphasizing security and stability, but 
mostly security, almost to the exclusion 
of other goals equally important. So great 
was the emphasis upon security that the 
Administration, designated by Congress 
to carry out the Report’s recommenda- 
tions, carries the term security in its title. 
Security becomes the all-important goal 
of tenure policy. Measures adopted in the 
attempt to achieve this single-purpose 
goal have invited numerous criticisms. In 
achieving security, according to critics, 
the efficiency of farm operation has been 
seriously impaired. 

Carried to its ultimate conclusion, the 
security concept, by itself, would violate 
qualities which Americans hold dear. It 
is difficult to visualize anyone whose status 
carried more security than the old Negro 
slave, who was not only sure of remaining 
on the land, but was also sure of food, 
shelter, clothing, and a burial by his mas- 
ter. Yet, he had little or no personal lib- 
erty, no rights in the land, and the ef- 
ficiency of his labor was inferior to that 
of the free man. The present totalitarian 
regimes in Europe arose to power largely 
on their appeal to security for the small 
property owner. That is why the Nazi 
movement was very popular from the be- 
ginning in Southern Germany where 
there were many small businessmen want- 
ing security against the large department 
stores (many of which were owned by 
Jews) on the one hand, and against the 
labor unions on the other hand. The Rus- 
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sian Revolutionists arose to power in 
1917 by appealing to the peasants, prom- 
ising them security on the land. In their 
search for security alone, the people of 
Germany and Russia found that they had 
bargained away their liberty and the op- 
portunity to work as they pleased. 

The “incompetent” Indian landowner 
enjoys much more security than the fee 
simple owner, but he is given little lati- 
tude to do with the land as he pleases. 
The inherited freehold owner of Germany 
obtains security but his freedom of action 
is reduced. The substitution of govern- 
ment regulation and the government 
agent’s decisions for those of the individ- 
ual land owner and farmer may stint as 
well as bring out the best in the individ- 
ual. The establishment of farm families, 
in the search for security on tracts of land 
too small under a given type of farming 
conditions, may so flagrantly violate the 
efficiencies of production attainable only 
through larger units that the family is 
doomed to a subsistence living or must 
continue on as a financial ward of the 
state. Security, as a tenure goal, must be 
evaluated in terms of other goals before 
it is permitted to carry tenure policy into 
such absurd depths. 


Stability of Community Institutions 


The President’s Report emphasized 
“stability of rural life’ as another of the 
two goals of tenure policy. Unless farm 
families live in the community for a con- 
siderable period of time and unless they 
are interested in the welfare of the com- 
munity, rural institutions will deteriorate. 
Deterioration of the school, the church, 
and the local government leads to a break- 
down of rural life. 

Although a reasonable degree of se- 
curity is essential to the welfare of the 


individual, his stability of tenure, i.e., the 
number of years he remains on the same 
place, is of greater importance to the wel- 
fare of the community. This should not 
imply that the two concepts are mutually 
exclusive. Far from it. The assurance of 
continued possession of the land is gen- 
erally associated with the number of years 
a person remains on a farm, but not nec- 
essarily so. The farm-family may remain 
as a renter on the same farm for fifteen 
or twenty years, thus enjoying consider- 
able stability of tenure; yet, the family 
may not have had reasonable assurance 
of remaining on the farm beyond any one 
year, thus possessing little or no security 
of tenure. 

But despite the insecurity of tenure, the 
farm family, by remaining on the same 
farm for as long as fifteen or twenty years, 
had the opportunity of becoming a part of 
the community. Sufficient time elapsed to 
enable the children to finish their school- 
ing without interruption caused by mov- 
ing. Membership in their chosen church 
and participation in social affairs of the 
community were made possible by the 
family’s remaining “put” for a number of 
years. Security of tenure is desirable but 
stability of tenure is necessary for the 
existence of those rural institutions essen- 
tial to the proper functioning of present- 
day rural society as well as for the build- 
ing of tomorrow’s citizenry. 

The ‘“owner-operator” community is 
frequently held up as the one best socially- 
integrated—that is, the community insti- 
tutions are functioning well. This is 
largely because the owner-operators have 
resided in the community for a number of 
years and possess a feeling of permanence. 
They have become a part of the commt- 
nity and the community has become a part 
of them. However, examples of disinte- 
grating communities may be found in 
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areas of heavily mortgaged homes, as well 
as in areas of insecure tenancy. 

On the other hand, we need not go to 
England for examples of tenant commu- 
nities which compare favorably with 
owner-operators in the stability of com- 
munity life and the functioning of the 
rural institutions. Occasionally, examples 
of farm-laborers may be found who live 
in the community and have become a part 
of it. Undoubtedly, not one but several 
of the “alternative types of tenure” may 
contribute towards the realization of sta- 
bility of community institutions. 

Although a certain amount of stability 
of farm tenure is necessary for the exist- 
ence of stable rural institutions, it should 
not be carried so far as to exclude those 
instances of mobility involved in the indi- 
vidual’s efforts to adjust himself to land 
resources and in bettering his position. 
Much of the fluidity of American social 
and economic life represents desirable re- 
adjustments as contrasted with the fixed 
and inferior status of farm people in Eu- 
1opean countries. To remove this fluidity 
would constitute a curtailment of that dis- 
tinctive American quality—freedom for 
the individual to advance socially and eco- 
nomically in line with his desires and 
capabilities. 

Rural society in this country is exceed- 
ingly dynamic and must provide the indi- 
viduals within it with the opportunity not 
only of moving up the tenure ladder but 
also of moving about to another farm or 
to another occupation in the realization of 
better opportunities of work. The move- 
ment of farm people to farms more in line 
with individual likes and capacities, the 
migration to new land areas and to urban 
industrial employment, have been charac- 
teristic of American farm people. To as- 
sume that such necessary mobility should 
cease is unrealistic as well as undesirable. 
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The rural church, the school, the local 
government, and other community insti- 
tutions must adjust themselves to a cer- 
tain amount of necessary instability of 
tenure if they are to survive as “going 
concerns.” 


Efficiency in the Use of Resources 


The family-sized farm has, by implica- 
tion, been as much a part of the American 
ideal land tenure pattern as the freehold. 
Just what the family-sized farm is, has not 
been adequately defined; yet there is suf- 
ficient meeting of minds among agricul- 
tural economists, rural sociologists, and 
politicians that the general picture is fair- 
ly clear. All later land policies, especially 
the homestead, limited the area to be 
granted to an individual and when, in 
spite of such laws, speculators obtained 
large tracts, “land limitation leagues” 
arose to protest. In later years, the 
bogey of corporation farming periodically 
arouses editors and publicists. The in- 
crease in the size of farms due to mechani- 
zation has created apprehension that we 
are getting away from the family-sized 
farm, even though the same family is op- 
erating the larger acreage. Yct, whatever 
trend there has been toward larger-sized 
farm units has been largely motivated by 
greater efficiency of production. 

Some students of land tenure feel that 
the family-sized farm has stood in the way 
of agricultural progress by preventing the 
realization of production efficiencies in ag- 
riculture. Because of the inefficiencies of 
the family-farm, Professor A. W. Ashby 
maintains that agriculture is kept in an 
unfavorable bargaining position with in- 
dustry where efficiencies have been real- 
ized through large-scale production. In 
developing this argument, Professor Ash- 
by characterizes the family-farm as “the 
most effective institution for the exploita- 
tion of the agricultural groups which has 
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been found by the non-agricultural and 
dominant groups in society since the 
breakup of the Feudal System.”** 
Efficiency can be used in at least two 
ways. Today, with the emphasis on max- 
imum physical production, every form of 
farm organization, and every form of ten- 
ure and size of enterprise is being scrutin- 
ized from the standpoint—does it produce 
the maximum of food and fiber for the use 
of our allies, soldiers and civilian popula- 
tion? The controversy now before the 
country makes this painfully clear. 
Efficiency may also be measured in 
terms of the highest profit to the operator 
of the farm. This also implies the most 
efficient use of scarce resources, labor, cap- 
ital, and land. If the operator can “‘make 
more money” by doubling his acreage 
through the use of power machinery, by 
the criteria of “efficiency” he is justified 
in renting or buying more land. But 
doubling the acreage per farm must nec- 
essarily cut in half the number of families 
per square mile, and rural churches cannot 
help but view with alarm their shrinking 
congregations and the depletion of other 
rural organizations. But from the stand- 
point of efficiency, the form of tenure is 
important only as it contributes to effici- 
ency (highest profit to the operator). 
The plantation has proved to be more 
efficient than individual renting or owner- 
operation in the Mississippi Delta; it is 
even claimed that the production per acre 
is higher on plantations than on indi- 
vidual farms. “Factories in the field”— 
large-scale farms with hired labor (most- 
ly transient)—are demonstrating their 
efficiency but are introducing terrific so- 
cial problems in their communities. Farm 


* A, W. Ashby, Discussion of “The Social Impli- 
cations of Economic Progress,” Proceedings of the 
International Conference of Agricultural Economists, 
(London, England: Oxford University Press, 1939) 
p. 77. 
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management records in the Corn Belt are 
demonstrating that, in many cases, tenant 
operation is more efficient than owner op- 
eration. Professor T. W. Schultz has used 
the same efficiency concept in developing 
far-reaching implications for farm tenure. 
According to Professor Schultz, “There 
is ample evidence that ownership is bought 
at the expense of the returns to the farm- 
er and his family. When a farmer buys 
he is generally forced to take on a farm 
which is too small to permit as high a rate 
of output relative to his labor and man- 
agement inputs as would be the case if he 
rented.”?5 Professor Schultz fails to con- 
sider the fact that farmers do not always 
use the dollars-and-cents, “input-output” 
criteria in determining their relation to 
the land. The owner may gladly sacrifice 
some monetary income for the security, 
prestige, independence, and self-satisfac- 
tion of owning the land on which he lives 
and works. 

The efficiency concept carried to ex- 
treme has both social and personal impli- 
cations. Large corporation farms may 
produce efficiently with power machinery. 
The implications of this for society have 
been pointed out many times and need not 
be repeated here. From the standpoint of 
the individual, if the efficiency concept is 
pressed too far, individual liberty and se- 
curity may become meaningless in that a 
certain degree of human slavery and in- 
security may be conducive to the most 
efficient economic firm. No one will deny 
that the regimented Fascist state is ex- 
tremely efficient, so far as the production 
of physical goods is concerned. It might be 
argued, from the efficiency standpoint 
alone, that it is desirable to put to death 
the infirm and incapacitated, as the Nazis 


**T. W. Schultz, “Capital Rationing, Uncertainty, 
and Tenancy Reform,” Journal of Political Econ- 
omy, June, 1940, p. 315. 
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reportedly have done, but Americans will 
insist that efficiency should be comprom- 
ised far short of such an application. 


Conservation of Land Resources 


Finally, no tenure policy can be said to 
be ideal unless it provides for the conser- 
vation of the soil. Throughout the his- 
tory of our land policies, the implication 
has been that private ownership of land 
was the best incentive for the conservation 
and preservation of natural resources, and 
this was extended even to include forest 
land. Tenant operation has been criti- 
cized because it is held responsible for soil 
depletion and erosion, even though the 
English have demonstrated the opposite. 
It is clear today that neither owner opera- 
tion per se nor tenancy has met this goal 
in the United States. 

The reasons for insisting on conserva- 
tion of resources are both social (or pub- 
lic) and private. No one doubts that the 
foundations of national prosperity in the 
future, in peace and in war, rest upon an 
ample supply of soil, forests, minerals— 
ie., land. Any nation which fails to secure 
the conservation of its natural resources 
commits suicide. If this war is demon- 
strating anything, it is demonstrating 
this. And if the rights of individuals have 
to be invaded to preserve the life of the 
nation, they will be invaded. Rural zon- 
ing, and land use regulations in grazing 
and soil conservation districts which em- 
body the general extension of the police 
power in the interest of conservation of 
our land resources, have been enacted into 
law; even though these measures mean a 
decided invasion of the freedom of the in- 
dividual and his rights in the land. Even 
the powers of eminent domain and taxa- 
tion may be mustered in defense of con- 
servation in the case of soil conservation 
districts. Carried to extremes, these so- 
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cietal powers might annul individual 
freedom and private rights in land. How- 
ever, the hesitancy of farm people to re- 
sort to land use regulation in the soil con- 
servation districts attests to their unwill- 
ingness to forfeit their freedom and their 
property rights unless such becomes abso- 
lutely necessary to conserve the nation’s 
land resources. 

Failure to conserve also has particu- 
larly significant implications for the land 
owner. Rights in a wasting resource 
mean less and less as time goes on. Like- 
wise, the security with which rights are 
held, the efficiency with which land is used 
and the personal liberty of the individual 
would all be hollow-shelled unless the pro- 
ductive powers of the soil are maintained 
to give meaning and substance to these 
other goals. 

Weakness within the tenure system fre- 
quently has been held responsible for un- 
necessary erosion and depletion of our 
land resources. Unrestrained abuse of the 
soil, either by choice or through economic 
and institutional pressures, has been an 
objectionable feature of fee simple land 
ownership. The landlord, the tenant; the 
mortgagee, the mortgagor; and various 
other parties to credit and labor arrange- 
ments pertaining to the land are for the 
most part interested in land as an invest- 
ment. Frequently, these parties are pri- 
marily interested in the largest possible 
immediate returns without giving too 
much attention to the maintenance of the 
productive qualities of the soil. Heavy 
mortgage payments have prodded owners 
to exploit their land. High rents and un- 
certainty of remaining on the farm have 
given the tenant a short-term rather than 
long-term interest in the land. 

Uncertainty as to future relationship to 
the land, disagreements, excessive compe- 
tition, and land mortgage and rental pay- 
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ments out of proportion to a sustained 
productive power of the land, in addition 
to an exploitative attitude on the part of 
many farmers, all have been influential in 
determining land use. Farming systems 
and practices arising from such interests 
and motives have led to the wasting away 
of land resources. 

In some respects, the conservation of 
land resources and the stability of com- 
munity institutions, discussed earlier, may 
be regarded as extending into the future 
the meaning of the other four goals. Indi- 
vidual liberty, rights in land, security of 
tenure, and efficiency of production may 
all be achieved for the present; yet, their 
extension into the future must be accom- 
panied by conservation of the physical re- 
sources and the perpetuation of sound 
rural institutions if long-time benefits 
from all of the goals are to be realized. 
Of course, certain correlative benefits im- 
mediately arise. For example, efficient 
production is made possible by the diffu- 
sion of knowledge provided by educational 
institutions within the community. Sus- 
tained efficiency of production is depend- 
ent upon conservation of the land re- 
sources. 


Summary 


Each of the six goals collectively should 
be striven for in tenure policy. No one of 
them is complete in itself. In some in- 
stances, it may become necessary to reduce 
the emphasis upon one or more of the 
goals in the interest of attaining a fuller 
realization of all six. For example, it may 
become necessary to sacrifice some effici- 
ency in the interest of obtaining greater 
security. Over-emphasis upon one of the 
goals—security, for example—may seri- 
ously impair the efficiency of land produc- 
tion. A fuller realization of any one of 
the goals is likely to affect the extent to 


which other goals are being attained. The 
important point is that we should be con- 
scious that this is taking place. , 

Means for accomplishing these goals 
have purposely been slighted throughout 
this discussion. This course was followed 
because, first of all, the determination of 
tenure goals must necessarily precede the 
formulation of programs designed to 
achieve them. Secondly, the subject of 
tenure policy—both its goals and its ac- 
tion programs—is too broad and impor- 
tant in itself to be treated incidental to the 
goals upon which major emphasis has 
been placed. Certain implications for the 
programming part of tenure policy may 
be drawn, however, in summarizing the 
goals and in presenting generalizations 
from which policy may be developed. 

For the policy maker, the goals become 
ends towards which policy should be guid- 
ed and around which programs should be 
built. For the investigator, these goals, 
when unaccomplished, present the prob- 
lematic situations from which research 
should grow. 

The policy maker’s problem is largely 
one of obtaining a symmetry and perfec- 
tion of balance among all of the goals and 
in a manner consistent with our demo- 
cratic society. From the policy maker’s 
viewpoint, it would be helpful to combine 
the six goals into one over-all goal. This 
would simplify the evaluation of tenure 
policy. But unfortunately, no composite 
goal has yet emerged despite the efforts 
of many students to impute to security, 
efficiency, the small freehold, or some 
other single purpose, an_ all-inclusive 
character to be used as a sole, or even a 
primary guide in framing tenure policy. 

The matter of achieving the maximum 
fulfillment of all of the goals, excluding 
none, is very difficult and poses one of the 
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real problems for those working with ten- 
ure policy. It involves a concept of pro- 
portionality, not of the factors of produc- 
tion with which proportionality is gen- 
erally associated, but of the tenure goals, 
giving ample consideration to the limiting 
and complementary interdependence exist- 
ing among them. Professor John R. Com- 
mons uses the concept of proportionality 
in a similar sense in analyzing his “con- 
stituents of institutionalism’’ which be- 
come his principles of economic behavior 
and include futurity, custom, sovereignty, 
scarcity, and efficiency. In emphasizing 
the limiting and complementary interde- 
pendence existing between these several 
principles, Professor Commons maintains 
that, “The functional relations are such 
because a change in one dimension changes 
all the others, and thus changes the whole 
transaction or concern. If efficiency in- 
creases then scarcity diminishes, a varia- 
tion of working rules occurs, as well as of 
the expectations of the future, and perhaps 
of the use of sovereignty.”*® The prin- 


John R. Commons, Institutional Economics, 
(New York: Macmillan Company, 1934) p. 738. 
Incidentally, Commons’ “constituents of institution- 
alism” are somewhat similar to the proposed goals 
of tenure policy. Futurity carries with it the idea 
of reasonable assurance that conditions experienced 
in the present and the past will recur in similar, 
although perhaps variable, fashion in the future. 
In this respect, futurity resembles the tenure goal 
of security. Custom, which is defined by Commons 
as the working rules of collective action, gives furth- 
er certainty to the reasonable assurance of future 
action. Both futurity and custom thus become es- 
sential forces making for stability of society, par- 
ticularly that phase of rural society herein considered 
as the community. Sovereignty pertains to the so- 
cially sanctioned role of the individual citizen in 
relationship to the state and to his fellow men. In 
this respect, sovereignty defines the liberties or free- 
dom of action which the individual may exercise, as 
well as the limitations imposed upon individual ac- 
tions by society. Scarcity may be thought of in 
terms of the bargaining for, and the transfer of 
scarce goods—rights in 'and, for example. The con- 
cept of rights in abundant and free goods is super- 
fluous. Commons’ concept of efficiency is very simi- 
lar to the one used here as a tenure goal, and per- 


ciple of proportionality might well become 
as useful to the social scientist in com- 
bining social goals to formulate desirable 
public policy as to the private entrepren- 
eur in combining the factors of production 
in the most successful management of the 
firm. 

The following questions might well be 
asked of each tenure improvement meas- 
ure. Does it further the accomplishment 
of all of the goals—individual liberty, 
rights in land, security, efficiency, conser- 
vation, and community stability? Or is it 
directed at only one of the goals which 
may happen to be popular at the moment, 
to the exclusion or subordination of equal- 
ly important goals? Or is it directed 
towards some means which has been as- 
sumed to constitute a goal? Will the 
measure fit into an integrated program of 
tenure improvement for all tenure groups ? 
Or is it directed only at the improvement 
of one group—tenants, for example—to 
the exclusion of others? 

In the process of answering these and 
similar questions, the development of a 
more consistent and effective tenure pol- 
icy should be encouraged. The question 
of whether or not the freehold, the lease- 
hold, or the recognition of a permanent 
farm labor group protected by law and 
organization should be encouraged be- 
comes subordinate to the real issue of 
which form, or combination of forms of 
tenure, contributes most to the realization 
of the established goals. 

Admittedly, the preceding discussion of 
tenure goals is far from conclusive. If, 
however, this paper points out the need 
for a clearer conception of what goals we 
should be striving for in tenure policy, 
and if thinking along this line is stimu- 
lated, it shall have achieved its purpose. 


‘ains to the maximization of wanted goods from 
natural and economic resources. 





Effect of Business Fluctuations upon Public 
Housing Finance 
By MAX NURNBERG* 


— paper deals with the question of 
whether, and to what extent, financing 
of public low-rent housing can be influ- 
enced by fluctuations in business activity. 
It considers only low-rent housing in 
peacetime, as distinguished from public 
wartime housing. Low-rent housing has 
become a permanent government activity. 
War housing is a temporary device; and, 
although some of its structures may exist 
beyond the duration, its financing is prac- 
tically unaffected by business fluctuations. 
Financing of low-rent housing, as it is 
understood here, encompasses not only 
the task of providing loans for the devel- 


opment of projects but also the servicing 
of these loans and the administration of 
the public subsidies over a period of about 
sixty years. The operation is thus ex- 
posed to a great variety of political and 


economic influences affecting employ- 
ment, wages, prices, maintenance costs, 
and the rate of interest, to cite only a few 
instances. 

Since public housing is relatively new 
to this country, the relation between hous- 
ing financing and the ups and downs of 
business is still in an exploratory stage. 
Most public housing is less than five years 
old; the majority of existing projects are 
so recent that they have not yet had to 
weather the impact of any business reces- 
sion. Under present war conditions, ten- 
ants’ incomes show a tendency to rise and, 
outside of OPA’s rental areas, balancing 


* Assistant, Graduate Faculty, The New School 
for Social Research. 


of the projects’ budgets has not yet pre- 
sented problems because the increase in 
cost has been small (so far), rents have 
been increased, and vacancies and collec- 
tion losses have been negligible. But 
where OPA has established maximum 
rentals, the adjustment of the income of 
the projects to rising cost may become 
more difficult as costs continue to rise. 
Moreover, it is by no means certain that 
at the end of the war the present level of 
wages and employment can be maintained. 
Even if a policy of full employment were 
tormulated, that goal would perhaps be 
attained only after some more or less 
articulate business fluctuations. Should 
full employment be secured with no de- 
crease in wage incomes, there is no guar- 
antee that such changes may not appear 
at any time later. Whatever their nature, 
it is assumed that those fluctuations can 
affect the financial situation of existing 
low-rent housing projects as well as the 
financing of those to be built in years to 
come. 


Both of these aspects of the problem are 
closely related. Further progress in the 
development of sound financing of low- 
rent housing depends upon the smooth 
functioning of the financial apparatus un- 
der legal and contractual obligations. 
Hence, any attempt to protect the projects 
from the impact of possible business fluc- 
tuations deserves full consideration. These 
projects are public property, financed by 
local housing authorities, in part with 
public money, in part with funds bor- 
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rowed directly from private investors. As 
of June 30, 1941, there were 399 low- 
rent developments with 133,000 dwelling 
units, representing an estimated total 
value of 620 million dollars.’ These fig- 
ures have been on the increase since. 

Granted that law and administrative 
regulations attempt to safeguard the proj- 
ects against various contingencies.” Nev- 
ertheless, these reserves do not cover a 
reduction of rental income arising from 
business fluctuations. Even if a broad- 
minded Federal Public Housing Authority 
(referred to hereafter as FPHA) were to 
permit the use of existing reserves for 
balancing a substantial deficit, would their 
size give sufficient protection against 
heavy business fluctuations? Granted 
further that the federal annual contribu- 
tion (subsidy) shall be pledged as security 
for the debt service, would FPHA, under 
all conditions of sudden need, be able and 
willing to supply enough aid to compen- 
sate for any deficit? Rather, would it not 
try to increase the rentals? Should rent- 
als be raised just when incomes of tenants 
decline? Would it not be preferable to 
establish some kind of general reserves 
against the consequences of business fluc- 
tuations ? 

‘ Annual Report, United States Housing Authority, 
1941, p. 348, Table 3. 

*The United States Housing Act of 1937, as 
amended, fixes the maximum annual subsidy at 1% 
over the going federal rate of interest (Sec. 10, b). 
Section 4.07 of USHA’s Contract for Loan and An- 
nual Contributions, Part II, requires that adequate 
reserves be held for maintenance of projects in good 
repair, etc. Section 4.11 requires the setting up of 
separate accounts for all income and reserves. Sec- 
tion 4.05 of the Bond Resolution stipulates that the 
local housing authorities set aside within the “Ad- 
ministration Fund” the money remaining therein for 
(a) current repairs, maintenance, etc., (b) reserves 
for renewals and replacements, (c) reserves against 
losses from bad debts and vacancies, (d) for restor- 
ation of working capital. If the housing authority 
needs larger (smaller) amounts than those set apart 


for the purposes mentioned above, it shall, with 
USHA’s approval, set aside larger (smaller) amounts. 
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Such protective efforts could not be 
improvised overnight. To be effective 
without causing unnecessary strain, ade- 
quate measures to cover any emergency 
should be planned in advance. An intelli- 
gent choice of such protection, however, 
presupposes full clarification of the prob- 
lem of how business fluctuations can 
affect the factors of financing. These fac- 
tors are: (1) the rental income of the 
project, (2) the debt service, (3) the to- 
tal project expense, and (4) the annual 
subsidy. To these items in the local hous- 
ing authority’s balance sheet should be 
added a discussion of (5) the general 
subsidy fund of FPHA, and (6) the 
sources of loan funds. 


I. Rental Income of the Project. 


Fluctuations of business are constantly 
affecting the incomes of tenants but these 
are, for the most part, minor fluctuations 
and not widespread, with the result that 
they tend to neutralize each other. Only 
when a major turn of business appears 
does a marked effect upon the project’s 
income result. It can be assumed that 
tenants’ incomes increase with improved 
business, though with a certain lag, and 
decrease rather quickly if business slack- 
ens. Does this mean that the project’s in- 
come from rentals is equally responsive to 
business fluctuations? By no means. Legal 
and social considerations retard such a 
quick reaction. Under the “proportional 
rent” system,’ rents can be raised only as 
long as the tenant’s income remains with- 
in the “lowest third”—that was, in pre- 
war times, within the $1200 (per year) 


*These rents are fixed in proportion to the ten- 
ant’s income. If, however, a “graded rent” system 
is established, as USHA suggested, a certain dwelling 
is assigned to one specific income group. This group 
has a certain range, say between $400 and $525. 
Within this group the same rent is charged, no mat- 
ter whether the income is $400 or $525. 
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limit.* If the tenant’s income exceeds the 
upper limit by more than 20%, he has to 
move into private quarters, provided his 
standard of living is not greatly reduced 
thereby. His dwelling would then be 
available to an eligible tenant. 

Does a change in tenancy result in a 
change in rental income? This cannot be 
answered in a general way. But increased 
occupancy turnover tends to cause higher 
operating and repair expense. In addition 
to reasons of economy, social aspects can 
be considered. If, some time after the or- 
iginal tenant moves out, business slackens 
and his income is again reduced, he can 
not return to the project unless a suitable 
vacancy exists. He would have to either 
stay in his more expensive privately- 
owned dwelling or move back to the 
slums. Although such a treatment is con- 
sistent with the law, USHA recommend- 
ed for social reasons that the tenant could 
remain in cases where hardship is in- 
curred, even if his income exceeds the 
upper limit by more than 20%. But then 
he would probably have to pay a higher 
rent, perhaps even the economic rent. 

How far such social considerations 
should be permitted, in the face of legal 
and financial requirements, has not yet 
been satisfactorily determined. Where a 
policy has been adopted of retaining ten- 
ants with incomes exceeding the limit, the 
rental income also increases; conversely, 
where tenants are forced to move out, the 
possible increase in rental income is ac- 
cordingly smaller. Obviously, two social 
aspects with different financial conse- 
quences confront each other; on the one 


*The predecessor of FPHA, the United States 
Housing Authority (USHA), refrained from for- 
mally prescribing rental limits, but in outlining its 
rental policy it expressly referred to instances of in- 
comes up to $1200, and recommended a 20% allow- 


ance for an increase above that. (See Bulletin No. 
24 on Policy and Procedure, as revised May, 1940.) 
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hand, protection of the present tenant 
(fiscal reasoning would indicate that the 
project needs higher income if its expense 
simultaneously increases); and on the 
other, better housing for the present slum- 
dweller. So far, no uniform practice has 
been established.° 

The situation is somewhat different if 
a “graded rent” is established (see foot- 
note 3). As long as the tenant’s income 
increases only up to the upper limit of his 
group, no change in rental occurs. If the 
increase exceeds this limit by more than 
20%, the tenant has to move to a dwell- 
ing in the next higher income group. If 
no vacancy exists, he probably may stay 
in his present dwelling but has to pay a 
higher rent. In short, under aspects of 
business fluctuations, the “graded’’ sys- 
tem offers the advantage that use of the 
group range cushions the effect of income 
fluctuations upon rentals. Hence, the 
rental income of the project is compara- 
tively more stable under the “graded” 
system than under the “proportional’’ rent 
system. 

However, should the tenant’s income 
fall to such an extent that he can no longer 
pay normal project rents,® he would re- 
ceive some form of relief allowances where 
those are provided. The project’s rental 
income, therefore, would not suffer ap- 
preciably. But where no rent allowance 


* Two practical instances may be cited: The Cleve- 
land Metropolitan Housing Authority sent notice to 
about 10% of its tenants to move out because of 
excess incomes, and it doubled the rent charged to 
others (New York Times, May 7, 1942). The New 
York City Housing Authority, after having checked 
tenants’ incomes, found 686 families, or 6% of all 
tenants, ineligible because of advanced income and 
replaced them (New York City Housing Authority 
News, September 15, 1942, No. 6). However, under 
OPA regulation, no such eviction is now permitted 
in war rental areas. 

* This is the point where the reduction of tenants’ 
incomes ceases to be a financial problem and be- 
comes a relief problem. 
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is granted, the tenant would have to move 
out and the project again would try to fill 
the vacancy at normal rents,’ As long as 
there is a shortage in low-rent dwellings, 
a new tenant will be found quickly. 

The variety of practices shown above is 
not favorable to the establishment of uni- 
form principles of rental policy. Because 
of the lack of sufficient experience, opin- 
ions of housing officials on the effect of 
business fluctuations upon rental income 
also differ widely. Some are convinced 
that no great loss in rental income would 
result. Others expect in bad times an in- 
crease in the present low proportion of 
delinquent rents and a loss in total rental 
income, even to the extent that present 
reserves will be insufficient. Still others 
refer to the scarcity of low-rent dwellings 
which, in their opinion, will last for a long 
time to come. Should vacancies follow, 
they could easily be filled. In the writer’s 
opinion, the total rental income of a proj- 
ect can indeed reflect major fluctuations 
in business activity; but the effect will 
probably be limited because rental income 
alone does not determine the financial 
strength of a housing project. 


II. Debt Service. 


The capital cost (or development cost) 
of a project is determined in the main by 
the cost of land, building materials, and 
wages. In times of accelerating business, 
most of these cost components increase 
rather rapidly in price. Their response to 
a business recession is slower, but not uni- 
formly so. Thus, two identical projects 
built at different times may show dis- 
parate capital costs per dwelling unit as a 
result of business fluctuations. 


"Rent allowance is not always provided. See 
Housing and Welfare, report on a survey of USHA 
made in cooperation with the Social Security Board, 
May, 1940, pp. 5-8. 
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These statements, however, seem to be 
incompatible with actual experience in 
low-rent housing. From the introduction 
of the program in 1938 until March, 1942, 
building costs steadily advanced by about 
22%.* The average net construction cost 
per unit in USHA projects decreased, be- 
tween 1938 and December, 1940, from 
$2948 to $2581 (by 13%) ; but from then 
until June, 1941, it increased by 7.7%.° 
For the whole period, the net result is a 
decrease of about 6%. USHA’s average 
construction cost, therefore, did not seem 
to follow the general trend of construction 
cost. USHA attributed this to careful 
planning, close cooperation, standardiza- 
tion of dwelling parts and equipment, etc. 
Those first four years of USHA’s opera- 
tion were years of experimentation, en- 
abling the local housing authorities to 
adapt construction practice and standards 
to such an extent that the influence of 
rising prices and wages upon unit cost was 
veiled and more than compensated. These 
conditions are exceptional and do not in- 
validate the thesis that capital cost may be 
influenced strongly by business fluctua- 
tions.’° But their effect is limited to the 
time of preparation and construction. 
Once the project is completed, capital cost 
remains stable. Public projects are not 
permitted to provide for any more than 
normal depreciation as protection against 
business fluctuations because it is believed 


* Federal Home Loan Bank Review, May, 1942, 
p. 280. 

* Annual Report, USHA, 1941, included in Second 
Annual Report, Federal Works Agency, 1941, p. 376. 

“It should at least be mentioned that when 
USHA’s program began, construction was mainly 
concentrated in larger cities in the North because 
there the start was easier. As the program advanced, 
it penetrated all sections of the country and cities 
of various sizes. How far this progress affected the 
average construction cost figures has not yet been 
conclusively determined. 
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they never will be sold in a competitive 
market." 

Similar to the behavior of capital cost 
is that of the interest rate, which usually 
does not change once the loan contract is 
written. If, however, the loan is made 
“callable,” the borrower has the right to 
call the loan for redemption before the 
term has expired. If he is able to obtain 
a loan at a lower rate—usually in times 
of declining interest rates—he exercises 
this right. In spite of the contractual 
premiums to be paid to bondholders for 
early redemption, several local housing 
authorities have found it advantageous to 
refund those parts of their loans which 
have been borrowed from private invest- 
ors directly.’*7 Some authorities achieved 
savings even by refunding part of their 
government loan. 

Aside from the opportunity of refund- 
ing, changes in the rate of interest might 
occur only if the housing authorities were 
unable to obtain loans for the entire life 
of the project. Such a possibility, how- 
ever, is eliminated by law. Insofar as the 
authorities are able to borrow directly 
from private investors, they do so; the 
federal government takes care of the re- 
mainder.’* The private investors receive 
the early maturities of a serial loan which 
are repaid first; the federal government 
takes over the later maturities and is paid 
thereafter. No vacuum in the amount of 
development capital can thus appear. 

As to the interest rate on the govern- 
ment loan to the local housing authorities, 


“ Depreciation is provided by debt reduction. The 
annual installments are, it is true, somewhat higher 
during the first years, but this is done in order to 
shorten the amortization period rather than as a 
precaution against business fluctuations. 

“The housing authorities of New York City, Buf- 
falo, and Syracuse inaugurated this campaign. 

# Although the Public Housing Law of New York 
State permits the same procedure, the funds for its 
housing projects have been lent entirely by the state. 


changes may occur only before the loan 
contract is closed. The law provides that 
the interest rate shall always be at least 
one-half of one per cent higher than the 
“going federal rate of interest.”** But 
once the loan contract is written, no furth- 
er change is permitted and this cost fac- 
tor remains constant over the whole term 
of the loan, no matter how the rates of 
the market may move. 


III, Total Annual Project 
Expenditure. 


A great variety of cost items, besides 
the most important debt service, is usually 
summarized under the headings: costs of 
management, operation, maintenance, re- 
placement, repairs, utilities, insurance, and 
reserves. Cost studies on public low-rent 
projects are still in the initial stages. 
Comparisons among various projects in 
New York City, for instance, indicate 
substantial changes in single cost items 
outside the debt service from year to year 
and show frequent fluctuations in total ex- 
penditure. But without further searching 
studies, it is impossible to state to what 
extent those changes are caused by gen- 
eral business conditions and not by formal 
or administrative factors, such as changes 
in management principles or practices, or 
in accounting procedure. The fact that 
such fluctuations occur at all seems to in- 
dicate the existence of some latitude for 
adjustment of total expense, in contrast 
to the inflexibility of the dominant debt 
service mentioned above. If this holds 
true, it would prove that the projects 
would be able to mitigate too strong in- 
fluences of business fluctuations by apply- 
ing managerial skill. 


* This is the annual rate as specified in the most 


recent bond issues of the federal government and 
maturing in ten years or more. Cf., Sec.2:10, U.S. 
Housing Act of 1937, as amended. 
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TABLE I. CoNsoLIDATED INCOME AND EXPENSE STATEMENTS 
oF 16 USHA-A1pep Pustic Low-Rent Hovusinc Projects, 
AS OF JuNE 30, 1941* 








In 1000$ % 


Income 1940-1 


Expense 1940-1 In 1000$ 








1,546 55.7 
15 0.6 
1,213 43.7 


100.0 


Rental Income 

Other Income 
Annual Contributions 
Total Income 2,774 
Rental Income as % 
of Total Expense —_ 
Contributions as % 
of Total Expense — 


Reserves for working 
capital 

Transferred for reduction 
of next annual contri- 
bution 188 


63.7 
50.0 





46.3 


53.7 














Management 204 
Operating Services 69 
Utilities 496 
Repairs, Replacement 108 
Collection Losses 3 
Insurance 33 
Other Expenses 19 
Debt Service 
Reserves 


Total Expenditures 


Balance 
Same in % of 
Total Income _— 














* Source: Basic data are taken from the United States Housing Authority, Annual Report, 1941, Table 13, p. 406. 


Such opportunities, unfortunately, are 
more or less limited; they vary according 
to the proportion of fixed to flexible cost 
items but they also may tend to decrease 
as the project becomes older. As an illus- 
tration rather than as a basis for con- 
clusions, Table I shows a consolidated 
annual income-and-expense statement of 
sixteen federal low-rent projects as of 
June 30, 1941, the most recent date for 
which figures are available. In 1940-41 
the debt service amounted to 52.2% of 
total expenditure and 45.6% of total in- 
come. Debt service (52.2%) plus insur- 
ance (1.3%) plus utilities (20.4%), add- 
ed together as fixed costs, amount to 74% 
of total expenditure. This figure reveals 
the degree to which these projects, on the 
average, are tied up by inflexible cost 
items. The space within which managerial 
skill can be applied for protection against 
business fluctuations is limited to a maxi- 
mum of 20.7% of total income ($2,774,- 
000). This percentage is composed of the 
reserves ($226,000) and of the balance 
($350,000). 


It is interesting to compare these pro- 


portions with others for private projects 


serving the middle income group. Table 
II presents some data on debt service and 
other items of privately owned (although 
publicly aided) projects. The first three 
developments are limited-dividend proj- 
ects; the first one was built with an RFC 
loan, the second and third with PWA 
loans. All three enjoy temporary and par- 
tial exemption from taxes under state 
laws. The last three projects are aided by 
FHA mortgage insurance and are not 
tax-exempt. 

In comparing Tables I and II, it should 
be remembered that the public projects use 
a different accounting system and that 
there is also a difference in the period 
covered. But it is obvious, in spite of 
marked differences among themselves, 
that the private projects do not have as 
high a percentage of expense for the debt 
service as do the public projects.> The 
amount of taxes paid by the private proj- 
ects increases their total expense; public 
projects pay only a small amount in lieu 


**An exception is Knickerbocker Village. There, 
the loan indenture provides that the company use 
the entire net income for a further reduction of the 
mortgage. 
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Tas_Le II. ANNuAL HovusinG Cost IN PRIVATE PROJECTS 
Per Room Per Montu* 








Hillside 
Housing, 
New York New York 
5235 rooms | 4948 rooms 

1937 1937 


Knickerbocker 
Village, 


Falkland | Elm Terrace 
Property, | Apartments, 
Phila. D. C. D. C. York, Pa. 
1085 rooms} 1506 rooms | 840 rooms | 159 rooms 
1937 1938 1938 1938 


Carl Mackey} Brentwood 
Homes, Village, 











Interest in % 
of Expense 29.2 
Depreciation in % 
of Expense y 12.8 
Operating Cost in % 
of Expense . 38 
Taxes in % of Expense p 19.3 
Vacancy Losses in % 
of Expense ; | 


24.5 33.4 30 
18.1 15.3 22.1 


33 22.2 34.7 
20.1 5.6 9.4 


4.3 23.5 3.6 14.2 





Total Expense" 


100.0 100.0 100.0 100.0 





Debt Service in % 
of Expense : — 

















_ 43.5 42.5 27.4 








* Source: Investigation of Concentration of Economic Power, Hearings before the Temporary National Economic Com- 
mittee, Congress 77, 1, Part II, Construction Industry, 1939, p. 5482, Exhibit 855, Washington, 1940. Table II is not readily 
comparable to Table I because, among other reasons, of different years and of different accounting principles. 

® The above-mentioned source refers only to “Total Income” but mentions also “Gains and Losses.” By subtraction of gains 
and addition of losses, the figure of expense has been arrived at. 


of taxes. Furthermore, the public proj- 
ects are financed entirely by loans, where- 
as the private projects draw part of de- 
velopment cost from an equity varying 
from 5.8% to 22.3% of capital cost. 
Hence, the flexibility of the private proj- 
ects seems somewhat greater as a result 
of the smaller proportion of fixed expense. 


IV. Annual Subsidy. 


Broadly speaking, the difference be- 
tween the project’s income (Section I 
above) and its total expenditure (Section 
III above) is made up to public housing 
projects by the annual subsidy.** From 
the foregoing, it can be easily deduced 
that the amount of annual subsidy needed 


*©In practice, things are somewhat different from 
such an over-simplification. Accessory cost, reserves, 
and, on the other hand, extra income from store 
rent or from interest on other assets, etc., might 
change the picture somewhat. The subsidy, in fact, 
consists of the federal contribution and of the local 
contribution, but for purposes of this study, such 
differences may be disregarded. 


for balancing the housing authority’s bud- 
get would change in inverse direction to 
the rental income, if total expense re- 
mained constant; but that is not the case. 
Thus, the amount of subsidy needed is de- 
termined by the changing difference be- 
tween expense (plus reserves) and the 
rental income. If the impact of business 
fluctuations, for instance, should increase 
some of the project’s expenditures, it 
might simultaneously raise tenants’ in- 
comes, as already mentioned, and to some 
degree also rental revenues. When busi- 
ness slackens, some of the expenditure 
items are reduced, but at the same time 
so are tenants’ incomes and the project’s 
rental income. 

In short, these two possibilities can 
neutralize each other to some extent and, 
where this takes place, no change in. sub- 
sidy need appear. But just how well 
such compensatory effect would work 
cannot be determined without a broader 
statistical basis. A clear picture of this 
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compensatory mechanism, however, can 
also be clouded by (a) a rental policy con- 
sidering social aspects (Section I above), 
and (b) managerial skill which applies a 
flexible expenditure policy as far as pos- 
sible. Since the space within which man- 
agement is at liberty to apply such a pol- 
icy has been found to be rather narrow 
(Section III above), the writer suggests 
that the federal government should en- 
courage such flexible conduct of financial 
affairs. It should permit the projects to 
accumulate and to transfer, from year to 
year, a larger amount of reserves than at 
present. In other words, the amount of 
annual subsidy should be extended so that 
sufficient reserves against influences of 
business fluctuations can be built up by 
the local housing authorities themselves. 
Is the federal government able to do this? 


V. FPHA’s Subsidy Fund. 


First, it may be asked: Would the ef- 
ficacy of a given subsidy fund (in other 
words, the extent of a housing program) 
be influenced by business fluctuations? 
This question seems significant since the 
actual size of the program, at least under 
the present Federal Act, depends more 
upon the amount of subsidy appropria- 
tions than upon the authorized loan fund 
(see Section VI below). How much aid 
may be drawn from a given subsidy fund 
is determined, of course, by the sum of 
the single grants. The smaller the indi- 
vidual subsidy requirement, the more low- 
rent units can be aided. If business fluc- 
tuations cause an increase in effective sub- 
sidy requirement (i.e., that part which 
cannot be saved internally by the proj- 
ects and which reverts to government), 
fewer dwelling units could be built. In 
short, the efficacy of the subsidy fund can 
be influenced by business fluctuations. 
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The annual contribution to be paid to 
local housing authorities is limited by law 
to a maximum of $28 million, but the 
actual appropriations have never reached 
this amount. For the fiscal year 1942-3 
the Congress Conference Committee cur- 
tailed the appropriation to $13 million 
“plus the unexpended balance of the ap- 
propriation for the fiscal year 1941-2,’’" 
Thus, it can be assumed that the total 
available for subsidy will not exceed $18 
million in 1942-3. But how much of it 
has actually been spent, and how much 
remains available to FPHA as a contin- 
gency reserve, has not been published. 
For 1943-4 the subsidy fund was further 
reduced to $11.6 million, including $5.6 
million which is the unexpended balance 
of the previous year.’® 

Obviously, for reasons of economy in 
non-war expenditures, any allocation be- 
yond the actual need is not permitted at 
present. From long range, however, the 
view is quite different. The question may 
be raised, first, whether an early acknowl- 
edgment of the need of local housing 
authorities for better protection against 
possible business fluctuations will not ulti- 
mately result in a saving of public funds. 
Secondly, seen from the housing angle, 
that part of the subsidy which is appro- 
priated but not allocated, because it is at 
present not needed, is easily lost for hous- 
ing purposes and cannot be recovered 
later in case of need. What happens if a 
sudden need arises? It is readily admitted 
that FPHA can build up a reserve out of 
the difference between the maximum legal 
subsidy to the individual projects and the 
subsidies actually paid. But how large can 


* Information by FPHA in letter to author, dated 
June 24, 1942. 

** Naho News (National Association of Housing 
Officials), January 28, 1943. 
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this reserve be? Would it be sufficient in 
the event of major business fluctuations ? 

It can be further argued that FPHA- 
USHA’s balance sheet shows rather large 
reserves (partly inherited from their pre- 
decessor, the PWA). But the question 
remains: Were these reserves available to 
local housing authorities in times of need? 
Are not the subsidies limited in amount 
by law? Is it probable that Congress per- 
mits FPHA the use of its reserves (which 
may be invested in government bonds) in 
favor of the local housing authorities, just 
at times of bad business when in any case 
the financial pressure upon government is 
especially heavy? 

It is generally assumed that collective 
protection against risks binds smaller 
amounts than individual reserves, as illus- 
trated in the insurance principle of distri- 
bution of risk. But there is no real evi- 
dence of the validity of the assumption in 
the present instance. Obviously, it is one 
thing to insure against death, accidents, 
fire, or other exceptional events, and an- 
other to provide protection against a 
heavy depression, which according to ex- 
perience would not spare any community 
although the gravity of its repercussions 
may vary somewhat. The example of 
FHA’s mortgage insurance based upon 
the same principle of distribution of risks 
cannot be referred to in this connection 
because, fortunately, it has not yet ex- 
perienced major business fluctuations. 

Finally, the case for larger reserves of 
local housing authorities finds support in 
a consideration of the remaining alterna- 
tives. If Congress would not appropriate 
additional subsidy or if sufficient subsidy 
were not allocated to build up individual 
reserves, no other way would remain 
open than to raise or to maintain rentals, 
as the case may be. This can become nec- 
essary just at a time when business is 
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contracting and incomes are reduced. 


Such an undesirable measure would be 


the ultima ratio of a public social housing 
program. 


Some kind of precautionary measures 
might become even mandatory if and 
when a situation would arise wherein the 
projects could not otherwise meet their 
contractual obligations to their bondhold- 
ers. The security of their investment and 
the steadiness of the debt service on the 
bonds should not be jeopardized in the 
best interest of public housing’s future. 
The present practice applies any excess 
funds of the projects to the reduction of 
next year’s subsidy payment.’® Emphasis 
should be shifted from there to the accu- 
mulation of reserves (including ‘working 
capital”) within the projects. From a 
long-range point of view, it seems more 
urgent to establish a safe financial basis 
for the existing projects than to widen 
the extent of the program at any price. 


VI. Sources of Loan Funds. 


Within the public housing program, 
the major part of development cost has so 
far been financed by loans from the gov- 
ernment; a small part has been supplied 
by the individual local housing authori- 
ties which, as already mentioned, have 
borrowed directly from investors. This 
distinction seems to imply varying de- 
grees of susceptibility to business fluctua- 
ations. In fact, two kinds of securities are 
involved. From the viewpoint of the pri- 
vate investor, there will always be a dif- 


This at least seems to be the meaning of Sec. 
4.14 of Part II of the Contract for Loan and Annual 
Contributions which provides for a special “Annual 
Contribution Reduction Account.” Also, the An- 
nual Report of USHA, 1941, p. 405, Table 13, “In- 
come and Expense Statements of USHA-aided Pro- 
jects,” contains an item, “Balance to be applied in 
the reduction of the next succeeding USHA annual 
contribution.” 





annual 
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ference between lending to the federal 
government, i.¢e., buying a government 
bond (by which federal loans to local 
housing authorities are financed), and 
lending to a local housing authority act- 
ing as an instrumentality of the state. The 
credit of the government is backed by its 
taxing power. Behind the bonds of the 
local housing authority there is no taxing 
power. They are secured by the pledge of 
the rental income of the project and espe- 
cially by the pledge of the government 
subsidy, the payment of which, with a few 
limitations, is a formal obligation. 
Business conditions may arise under 
which the demand of the investor shifts 
from fixed-interest-bearing bonds to vari- 
able-yield-bearing shares in general. This 
may happen, for instance, in times of acute 
inflation, but then only if and when the 
investment in shares offers greater pro- 
tection against the money devaluation. 
Except for such cases, it can be assumed 


that there will always be some demand 
for fixed-interest-bearing bonds, provided 
their safety and yield remain sufficiently 
attractive. 


Borrowing from Private Investors. 
Thus, the amount of funds available to lo- 
cal housing authorities from non-govern- 
ment sources will depend mainly upon the 
competitive strength of the housing bonds 
offered for sale. Secondly, the practical 
experience of the investor with those 
housing bonds will determine his willing- 
ness to take them, and this experience 
may, as time goes on, become at least as 
important as their legal characteristics. 
The attractiveness of the housing bonds is 
determined in the first place by their safe- 
ty and their yield. In the discussion of 
the debt service (Section II above), ref- 
erence was made to the susceptibility of 
low-rent housing to the size of the interest 
rate. It may now be added that, so far, the 


attractiveness of the housing bonds has 
not been limited by the comparatively low 
interest rate which is required if really 
low rentals and small subsidy amounts 
are to be obtained. Decisive for the in- 
vestor, however, is not the coupon rate 
but the net yield. As long as housing 
bonds remain tax-exempt, their competi- 
tive strength in all probability will not 
languish, at least as long as present taxes 
or even higher ones are imposed. 


Since, however, our experience is too 
short to establish a basis for substantiated 
judgment on the behavior of the housing 
bonds in bad times, the demand for furth- 
er strengthening of the local housing au- 
thorities against possible business fluctua- 
tions gains double weight. It should be 
stressed that, so far, the record of the 
housing bonds has been extremely satis- 
factory, as the progress of the refunding 
action proves, and it can be hoped that 
this encouraging experience will grow in 
breadth and depth as more housing bonds 
are issued. But on the basis of discussions 
with bond buyers, it seems to the writer 
that one more step could be made. AlI- 
though all the currently issued housing 
bonds are, in fact, based upon the same 
security—namely, the uniform pledge of 
federal subsidy with the same federal su- 
pervision, to mention only the main points 
—variations in comparable coupon rates 
and terms during the last years still clear- 
ly reflect a varying valuation of risk ac- 
cording to the credit ratings and standing 
of the cities in which the projects are lo- 
cated. This factor, however, has only a 
very limited connection with the sound- 
ness of the respective housing bonds. But 
since such discrimination is maintained, 
the creation of additional reserves would 
universally secure the best possible credit 
terms. 


Borrowing from the Federal Govern- 
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ment. As far as the government’s share 
in financing is concerned, the amount of 
funds available for the development of 
low-rent projects depends upon the direc- 
tion of the general economic, social, and 
financial policy. Congress authorizes the 
loans. Once the necessity for an active 
housing policy is acknowledged, loan au- 
thorizations will follow. As far as the in- 
terest rate is concerned, it has already 
been stated (Section II above) that it, 
too, depends more upon other factors than 
upon business fluctuations. 

But there still remains the factor of 
timing. The use of federal loan appropri- 
ations can be subordinated to aspects of 
business fluctuations. The question is, 
whether or not public loans for housing 
purposes should be applied only when 
building activity in general slows down. 
Much can be and has been said in favor of 
this policy. It would direct public housing 
as other public works, according to contra- 
cyclical requirements. To secure stability 
of employment in the building trades, this 
policy would prevent building of low-rent 
housing projects in the upswing, no mat- 
ter how urgent the need for better hous- 
ing; and it would permit building in times 
of the downswing.” On the other hand, 
many of those impressed with the need for 
housing would prefer to continue with the 
rehousing program without regard to 
movements of the building cycle. And 
again, others fully realize the far-reaching 
social implications of a program aimed at 
employment stability and yet they would 
distinguish among public works accord- 
ing to their urgency. The available funds 
for public housing could be divided into 
two parts: a minimum volume of low- 
rent housing to be continued irrespective 


» Cf., Leo Grebler, “Housing Policy and the Busi- 
ness Cycle,” The Review of Economic Statistics, 
May, 1942. 


of business movements, and the major 
part to be timed according to the recom- 
mendation of the first group. 

In favor of the third suggestion, the 
following is offered: Stabilization of em- 
ployment as a principle seems desirable; 
but it is impossible to determine in ad- 
vance, with any degree of certainty, the 
actual direction in which business may 
move, or to judge the permanence or 
gravity of a movement when it occurs. 
Nor has it ever been recommended to con- 
centrate building activity during the years 
at the bottom of the cycle because those 
years can be identified only after the fact. 
All this emphasizes the natural limitations 
to contra-cyclical timing, quite apart from 
social considerations, which indicate that 
it is a problem in itself and not a panacea. 


Thus, as far as public loans for low- 
rent housing are concerned, size and avail- 
ability would be least susceptible to busi- 
ness fluctuations. If, however, their use 
is so timed that the impact of such move- 
ments is softened, timing is not a natural 
result of the business fluctuations them- 
selves but is a social and economic device 
to counteract them. 


Summary. 


I. Only major movements in tenants’ 
incomes arising from business fluctuations 
tend to influence the rental income of the 
low-rent projects. If incomes surpass the 
limit of the “lowest third,’ occupancy 
turnover increases, but that would not 
necessarily stabilize the total rental in- 
come. The possible effect of business fluc- 
tuations upon the project’s rental income 
is softened by substituting “graded rents” 
for “proportional rents’”—one more rea- 
son for recommending its further exten- 
sion. 

II. The peculiar position of low-rent 
housing is characterized by the low vacan- 
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cy ratio resulting from the small volume 
of low-rent housing. In depression times, 
the demand for low-rent dwellings prob- 
ably would increase. If the tenant’s in- 
come decreases so much that he cannot 
pay normal project rents, relief rent al- 
lowances would probably fill part or all of 
the gap, neutralizing the reduction of the 
project’s rental income; but this is pos- 
sible only where such rent allowances are 
provided. 


III. The financial situation of a project 
depends not only upon rental income and 
upon the subsidy, but also upon the rela- 
tion of rental income to total expense. In- 
come and expense can be exposed to the 
same changes in business conditions, al- 
though in varying degree. But the extent 
of this neutralizing effect cannot be deter- 
mined without sufficient experience and 
statistical and analytical research. 


IV. The debt service, the largest single 
item of expense, is a fixed cost normally 
not exposed to influences of business fluc- 
tuations. Only in the case of refunding 
will the debt service change. Otherwise, 
it contributes much to the inflexibility of 
total expense because of its weight. Some, 
although limited, room remains for man- 
agerial skill in the timing of flexible ex- 
pense. 

V. The difference between total ex- 
pense and rental income is balanced by the 
public subsidy which, so far, permits the 
accumulation of only modest reserves. 
There is no reason to exaggerate the pos- 
sible effect of business fluctuations upon 
the financial situation of housing projects ; 
but their limit cannot be foreseen. There- 
fore, the low-rent projects should be per- 
mitted to set up special contingency re- 
serves of sufficient size as a precaution 
against major disturbances. The present 
law does not exclude such procedure; but 


were this the case, an amendment should . 


be prepared in ample time, making con- 
tingency reserves a legitimate area for use 
of subsidy. These reserves would protect 
the government from any sudden embar- 
rassment in times of financial pressure. 
They would also make it unnecessary to 
raise social rents at a time of decreasing 
incomes. Finally, they would prevent any 
default in the debt service on the housing 
bonds, which in the very interest of the 
further progress of public housing finance 
must be kept free from any irregularity, 
even in times of heavy business fluctua- 
tions. 

VI. With reference to general aspects, 
neither the availability of subsidy funds 
nor loan authorizations for low-rent hous- 
ing are dependent upon market conditions 
but are the subject of general social, eco- 
nomic, and financial policy. Business fluc- 
tuations, however, may exercise an influ- 
ence on this general policy and thus may 
determine the timing of the use of public 
funds and credit for housing, if and inso- 
far as a contra-cyclical policy is possible. 

VII. If the principle of employment sta- 
bilization is accepted for the period im- 
mediately after the war and later, low- 
rent housing should not bear the entire 
burden resulting from it. Public works 
could be graded not only according to 
their employment efficiency but also with 
respect to their social urgency. 

VIII. Within FPHA’s jurisdiction, a 
dilemma exists between the need of ex- 
panding the housing program and the 
need for security.”1. An allocation of sub- 
~ ® As this article goes to the printer, it is learned 
that FPHA has advised the local housing authorities 
to build up post-war reserves from any excess in- 
come resulting from higher tenants’ incomes and 
rentals during the war. This is a step in the right 
direction. This article, however, is not concerned 
with present conditions only. It emphasizes the need 
for a permanent change in reserve policy, one which 
is not based upon exceptional war-boom conditions 


but which envisages the use of the federal contribu- 
tion. 
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sidy funds to the single projects, which 
would enable them to set up contingency 
reserves, would curtail the reach of the 
program, but probably not too much. Se- 
curity against exigencies of business fluc- 
tuations, however, is the key to the final 
success of the program; it is as essential 
as social rents and the housing program 
itself. 

IX. Those contingency reserves are not 
“Jost.” On the contrary, if invested in 
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federal government bonds, they would 
flow back to the government and would 
retain liquidity. They would remain un- 
der full supervision of FPHA but they 
would add greatly to the prestige of the 
housing bonds with those investors who 
still feel the need of additional security. 
Upon the investor’s confidence the future 
expansion of the public housing program 
in its present form is partly dependent. 
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A Recreation Livelihood Area 
By GEORGE S. WEHRWEIN* and HUGH A. JOHNSON** 


HE entire cutover area of the three 

Lake States has recreational possibili- 
ties and recreation has been listed as one 
of the primary land uses. However, agri- 
culture and forests must absorb the bulk 
of the area; the land which derives its use 
and value from recreation is highly lim- 
ited. Public recreational lands, with the 
exception of those set aside for hunting, 
do not cover large areas. The privately 
owned recreational land is confined for all 
practical purposes to riparian land. Even 
though the Cutover Region monopolizes 
the American shore of Lake Superior and 
occupies much of the shore line of Lakes 
Michigan and Huron, there is not much 
of recreational development on these large 
bodies of water. It is the inland lakes and 
the larger streams that appear most at- 
tractive to resorts, clubs, camps, summer 
homes and cottages. The Great Lakes 
often have beautiful and unusual scenery 
but do not always have beaches suitable 
for swimming and during much of the 
season the water is too cold. Door Coun- 
ty, Wisconsin, and the western shore of 
the Lower Peninsula of Michigan are ex- 
ceptions. The smaller lakes are more in- 
timate and furnish the kind of fishing the 
average tourist likes. 


The Highland Lake Region 


These factors are responsible for a 
rather interesting regionalization of the 
cutover area. The map shows the location 
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of recreation areas in Wisconsin: one in 
the western part around Hayward and the 
other in the Highland Lake region. Two 
counties lie wholly within the latter— 
Vilas and Oneida—but the region also ex- 
tends into Forest, Iron, Langlade and 
Lincoln Counties. It is said of the High- 
land Lake region that it has more lakes 




















The above map shows parts of four regions which have 
the same designations as those appearing on a map accom- 
panying Technical Paper #6, (National Resources Planning 
Board), by Charles C. Colby amd Victor Roterus, ‘‘Area 
Analysis, a Method of Public Works Planning,’ viz. 
#12, Upper Eastern Peninsula; #13, Superior Upland; 
#14, Northwestern Wisconsin; and #16, North Central Wis- 
consin, 

The Highland Lake Region, as delineated by Loyal Dur- 
and, Jr., is shown by the single-line boundary. 
in proportion to land area than any other 
region in the world, except parts of Min- 
nesota, of Ontario, and of Finland. For 
the purposes of this article, data will be 
presented for Vilas, Oneida, Iron, and 
Forest Counties with Price County added 
for comparison. Price County is repre- 
sentative of the more agricultural areas of 
the Cutover Region. 

Even in the lake region not all the land 


is suitable for private recreation. Accord- 
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ing to a study made some 10 years ago, 
about 4% of the area of Oneida, 8.5% of 
Vilas and less than one per cent of the 
area of Forest County had been developed 
for recreation in 1932. Based upon the 
opinions of local tax assessors and their 
valuations, there was considerable room 
for expansion but the limits of riparian 
recreational land were placed at 8.5% of 
the area of Oneida County, 16% of Vilas 
and 3% of Forest. Other counties with 
fewer lakes and streams have even small- 
er areas suitable for resorts, summer 
homes, clubs and camps. Hubbard Coun- 
ty, Minnesota, a county with considerable 
recreational land, has only 2% of its area 
in this land class, even with a state park 
included. 


Areas of Intensive Recreational 
Development 


However, recreational establishments 
are not evenly distributed over the High- 
land Lake Region. There are intense de- 
velopments in some areas and on some 
lakes, whereas other sections are without 
resorts or summer homes. The reason for 
this subregionalization lies in the fact that 
not all of the lakes and few of the streams 
are desirable for these purposes. While 
there are literally thousands of “pretty” 
or “nice” lakes in the area, ranging from 
mere ponds to some covering 5 or 6 
square miles, only certain ones are se- 
lected for recreation. 

What are the natural features that rec- 
reationists look for in selecting a site for 
a resort, hotel, cottage or summer home? 
The answers to these questions determine 
the development of certain areas within 
the larger recreational areas while other 
sites remain undeveloped. In order to ap- 
proach this question from the standpoint 
of the “consumer,” resort owners, their 
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guests and summer home owners were in- 
terviewed as part of the study made by 
the Wisconsin Experiment Station and 
the Bureau of Agricultural Economics de- 
scribed in a previous article.’ 

It is difficult to separate the personal 
from the physical factors in trying to as- 
certain the reasons for the success or fail- 
ure of a given resort. The operator, his 
family and the help are fully half respon- 
sible for the reputation and success of a 
resort, perhaps even more. They must be 
friends as well as “servants” of the guests, 
ready to drop whatever they are doing to 
chat with their guests, drink with them, 
go fishing, or play with them. Many re- 
sort operators make it a practice to per- 
sonally go fishing at least once with each 
group. Evening entertainment is provided 
and the resort becomes a club home. 
Above all, the guests must be satisfied and 
made to feel at home. The satisfied guest 
is the best advertisement and many a re- 
sort has built up a clientele based entirely 
upon word-of-mouth information. Grate- 
ful customers are careful not to recom- 
mend undesirable persons or people who 
will not mix well with the regular guests. 
Of the guests interviewed, 41% indicated 
that they had come to a particular resort 
upon the recommendation of a friend 
and another 18% were renting cabins 
from relatives or friends. Only 10% had 
stopped at information booths and only a 
handful had been influenced by newspa- 
per and outdoor advertising. This is an 
excellent argument for curtailing the num- 
ber, size and distribution of billboards in 
the recreational areas. Many tourists com- 
plained of the mass advertising that clut- 
ters up and destroys the scenery in the 
North. 


t 
George S. Wehrwein and Hugh A. Johnson, 
“Zoning Land for Recreation,” Journal of Land and 
Public Utility Economics, February, 1942, pp. 47-57. 
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However, the guests at resorts of the 
type described above are not the only 
“tourists” in the area. Many drive 
through, staying at city hotels, tourist 
cabins or overnight at a resort hotel. Such 
tourists probably depend more upon ad- 
vertising and directions obtained at infor- 
mation booths. Others have different 
tastes and desires; they prefer the night 
club life, the excitement of slot machines, 
taverns, and other forms of amusement 
transferred from cities to the resort area 
for their benefit during the hectic ‘‘sea- 
son.” In fact, many such establishments 
have no particular relationships to ripari- 
an land, yet locate on lakes and streams or 
in their immediate vicinity. 

Resort owners, their guests and sum- 
mer home owners were asked why they 
had selected a particular location and 
what advantages or disadvantages they 
had noticed in the particular locality in 
which they happened to be at the time of 
the interview. The answers to these ques- 
tions did not admit of precise statistical 
treatment ; however, general, but definite, 
impressions were left with the interview- 
ers who made the contacts. 

Resort owners were conscious of the 
personal factors, but aside from these, 
they reported that good fishing was of 
first importance in a successful location. 
Sandy beaches with good, safe swimming, 
heavily wooded shores, or high banks, 
rest and seclusion were also stressed. 
Some also mentioned the necessity for 
good roads. The guests at resorts also 
put fishing at the head of the list; in fact, 
about one-third complained that poor fish- 
ing was one of the disadvantages of their 
location at the moment. Rest and seclu- 
sion were mentioned more frequently by 
guests than by resort owners. Good 
beaches, wooded shores and accessibility 
were also emphasized. 


Summer home owners are in a class by 
themselves. They invest in shore lots for 
their own seclusion, comfort and conveni- 
ence and are not obliged to cater to the 
desires and whims of guests. They ranked 
rest and seclusion first and gave a promi- 
nent place to sandy beaches, good swim- 
ming, and large or virgin timber. They 
ranked congenial neighbors, accessibility 
and good roads as important and 20% 
complained about the fishing. 

An analysis of the answers indicates 
that low swampy shores, shores denuded 
of trees, or the barren landscape left after 
the forest is slaughtered or burned, do not 
attract the recreationist and have little 
value above that of cutover land. This is 
reflected in the assessors’ valuation of ri- 
parian land. The desire for seclusion and 
quiet suggests that inaccessible areas may 
be more desired by some persons than 
“accessibility,” but mainly it indicates the 
danger of overcrowding lake and stream 
shores with cottages and resorts and of 
breaking the seclusion by taverns and 
dance halls and other amusement places. 
Smaller lakes are more easily overcrowd- 
ed and congested than larger ones. Zoning 
and other land use controls are needed to 
protect those who have come into the for- 
ests for quiet, rest and true re-creation.” 

That fishing should be listed by all 
three groups of recreationists and be given 
first rank by two of them is significant. 
Fishing is a function of the lake itself; it 
is not a physical factor that can be ob- 
served by inspection such as the amenities 
of the shore. The quality of fishing varies 
from lake to lake. Unfortunately, the lake 
with the most attractive shore line may be 
the worst “fishing” lake and vice versa, 
or a given lake may have plenty of good 
fishing one year and be “fished out” a few 


* See “Zoning for Recreation,” op. cit. 
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years later. To make matters worse, the 
guest is often a rank novice, usually has 
only a few days of vacation and this vaca- 
tion may fall in the “dog days” when 
game fish will not rise to the lure. “Dog 
days” or not, when the guest does not get 
any fish he is disappointed and lets the 
resort owner know how he feels. Since 
the Conservation Department is charged 
with keeping the lakes stocked, the guest 
and resort owner blame the Department. 
They complain that fish have not been 
planted, that the Department has taken 
spawn out of certain lakes, permitted ice 
fishing, favored local residents, and so 
forth. For our purposes it is sufficient to 
note that if a lake or region has the repu- 
tation of offering good fishing, this fact 
is definitely reflected in the livelihood of 
the area. 

The importance of fishing in the liveli- 
hood of a recreation area is indicated by 
a Missouri study. In the Lake of the 
Ozarks region of Missouri in 1940, 80% 
of the resort businesses were dependent on 
fishermen for the bulk of their business, 
and since 1938 about 42% of the resorts 
claimed to have lost trade due to the poor- 
er fishing in recent years. The importance 
of fishing is indicated by the large number 
of “fishing resorts” on the Lake of the 
Ozarks—113 as compared to 86 other re- 
sorts and resort hotels in the area. Fishing 
resorts consist of housekeeping cottages 
without the comfortable accommodations, 
attractive surroundings, and beaches as- 
sociated with the usual resort. Almost the 
entire activity of the resort focuses on the 
docks and on fishing. 


Recreation as a Livelihood 


After a region has become a recrea- 
tional area, the life and occupations of the 
people become geared to recreation as a 
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livelihood. In the Highland Lake Region, 
it has become one of the primary means 
of supporting the population. Resorts, 
camps, summer homes, cottages and clubs 
are only the first layer of establishments ; 
other “recreational businesses” soon lo- 
cate in and near the “first layer.” In the 
Lake of the Ozarks area in Missouri, 
98 secondary businesses had established 
themselves in less than 10 years after the 
lake had been formed by the Bagnall 
Dam, in addition to 16 resort hotels, 43 
cabin camps, 27 summer resorts, and the 
113 fishing resorts. Resort hotels are 
usually located in nearby villages and also 
accommodate year-round travellers. The 
98 recreational businesses consist of res- 
taurants, groceries, filling stations, tav- 
erns, souvenir stands, beauty parlors, and 
even lumber yards. Many also serve the 
regular residents of the region but their 
main source of income is from the sum- 
mer tourists. The occupations and busi- 
ness places found in this area are typical 
of recreational regions everywhere. How- 
ever, the impact of the tourist flow affects 
many others. Local carpenters, masons 
and other craftsmen obtain work in build- 
ing cottages, summer homes and other 
structures. In the Highland Lake Region 
many people sell bait or act as guides. 
Families of local residents work in the 
resorts, on the golf courses, or assist the 
operators of recreational businesses. The 
Indians on the Lac du Flambeau Indian 
Reservation share in many of these activi- 
ties. The interrelation of agriculture with 
recreation was described in the previous 
article. 

‘The sums spent for services and ma- 
terials by tourists are phenomenal. The 
expenditures in the Lake of the Ozarks 
region for 1939 were estimated at over 
$800,000. An analysis of tourist outlays 
in Vilas County in 1930 indicated that 
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the tourists “left”? $1,876,000 in the coun- 
ty in 1930. However, tourists also spend 
money outside of the recreational areas. 
They have outlays en route for transpor- 
tation, hotels, restaurants, food and enter- 
tainment. The Vilas County study dis- 
closed that the summer visitors had spent 
$1,477,000 in Wisconsin but outside of 
the county, and another million dollars 
unclassified as to the place of expenditure. 
The total for all tourist spending makes 
up the startling figures of $189,350,000 
for recreational travel in Michigan, $129,- 
300,000 in Minnesota and $125,950,000 
in Wisconsin for the 1938 travel season. 
Recreation is near the top of all sources 
of income in the three Lake States. 

The U. S. Census of 1940 presents data 
on employment status as of March 1940 
which throws light on the occupations 
that support the population of the High- 
land Lake Region. Since the census was 
taken in the spring of the year, its figures 
indicate the employment of the permanent 
residents of the area and do not show the 
employment during the summer when 
recreational jobs are at their peak. Table 
II shows the number of persons, men and 
women, over 14 years of age in the labor 
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force of the five counties, and their per- 
centage distribution by selected industries. 
The census lists 45 separate industries, 
but some of these were. combined or 
omitted in this table to bring out the em- 
ployment pattern of the area.* Figures 
for the state as a whole are included to 
permit comparisons. 

In analyzing the occupations of the Re- 
gion, it is important to separate the rural 
from the urban populations. Many occu- 
pations are closely associated with cities 
and tend to predominate wherever cities 
are found. Table I shows the distribution 
of population, with the separation of rural 
and urban made on the basis of “incorpo- 
rated places’ as against unincorporated 
territory, instead of the traditional 2500 
population for incorporated areas. It will 
be noted that Iron and Oneida Counties 
are both well urbanized, Price less so, 


°U. S. Census, 1940. Population. Second Series. 
Table 23. Persons in the labor force included all 
those over 14 years of age, with a job or those 
with a job but temporarily out of work. Persons 
not so listed included those engaged in “own home 
housework,” those in school, those unable to work, 
persons in institutions, retired persons, seasonal 
workers and others difficult to classify. Persons on 
public emergency work were not included in table. 


TABLE I. CHARACTERISTICS OF RURAL AND URBAN PopuLATION 
IN FivE NorTHERN WISCONSIN Counts, 1940# 








Forest Tron 


| Oneida Vilas 


Price 





Num- 
ber 


Per 
Cent 


Num- Per 
ber Cent 


Per 
Cent 


Per . 
Cent 


Per 
Cent 


Num- 
ber 


Num- 
ber 


Num- 
ber 








Total Population 1,805 100.0 10,049 100.0 

In Incorporated 
Places 

Outside Incorporated 
Places 

Rural-Farm 
Population 

Total Employed” 

Employed 
Agriculture” 


2,000 16.9 5,075 50.5 


9,805 83.1 4,974 49.5 


3,795 
2,786 


32.1 
23.6 


2,443 
2,524 


24.3 
25.1 














698 5.9 475 4.7 


18,467 


100.0 


18,938 | 100.0 8,894 100.0 


8,501 44.9 1,491 16.8 6,165 33.4 


10,437 55.1 7,403 83.2 | 12,302 66.6 


3,831 
5,366 


2,123 
1,975 


10,237 
5,731 




















681 317 2,807 





“1940, U. S. Census, Population, Wisconsin. 
"See footnote 3. 


First and Second Series. 
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TABLE II. PERCENTAGE DISTRIBUTION OF EMPLOYED WORKERS IN SELECTED COU NTIES 
AND WISCONSIN, 1939 








Wisconsin| Forest Iron 


Oneida 





Agriculture 25.8 
Forestry and Fishery 0.2 
Mining 0.2 
Construction 3.7 
All Manufacturing 25.5 
Logging 0.3 
Sawmills and Planing Mills 1.0 
Paper and Allied Products 2.1 
Transportation and Public Utilities 5.7 
Retail Trade 13.5 
Food and Milk Products 3.0 
Eating and Drinking Places 2.7 


Auto, Accessories, and 
Filling Stations 1.4 


Personal Services 6.6 
Domestic Service 3.7 
Hotels and Lodging Places 1.0 

Amusement and Recreation 0.6 

Professional 75 

Government 2.9 








25.1 18.8 12.7 


35.7 9.5 27.2 
11.4 5.1 2.0 
20.2 2.5 9.0 


0.4 0.4 0.5 
0.1 26.4 _— 
1.9 1.7 5.1 


0.1 0.1 12.4 
3.8 3.7 5.9 
18.4 16.1 
2.3 3.5 3.2 
4.1 9.2 4.3 


1.7 0.9 2.2 
7.1 5.8 12.0 
3.1 2.2 4.9 
2.7 2.5 5.1 
0.7 1.1 0.9 
6.5 6.9 7.2 
2.8 3.1 3.8 




















"See footnote 3. 


while Forest and Vilas are predominantly 
rural. 

However, rural population does not 
necessarily mean that all these people 
make a living by farming. Table I shows 
that the rural-farm population is much 
smaller than the population living outside 
of incorporated areas, except in Price 
County. One reason is that these counties 
have quite a number of villages, equal to 
or exceeding the incorporated places in 
population, which have not seen fit to in- 
corporate. Some are sophisticated resort 
centers, yet are classed with the rural pop- 
ulation.* For instance, the town of Min- 
ocqua in Oneida County had only 82 


“Under Wisconsin laws, 150 people living on a 
half-square mile of land may incorporate as a vil- 
lage; a thousand people may incorporate as a city 
of the fourth class. According to Rand McNally’s 
Commercial Atlas and Marketing Guide of 1943, 
there were 8 villages in Oneida County and 4 in each 
of Price and Vi'as that had enough population to 
incorporate but have not done so. 





“rural-farm” people in 1940 out of a total 
population of 1259. The town of Pelican 
had only 197 of its 1,402 people classed 
as rural-farm, but in this case the large 
number of rural non-farm people is due 
to the expanding rural-urban fringe of the 
city of Rhinelander. A still more extreme 
case is the town of Flambeau in Vilas 
County with only 14 rural farm people 
out of a population of 1,133, of which 
853 were Indians. The number of people 
over 14 years of age depending on agri- 
culture for a livelihood is still smaller. 
Furthermore, farming is to a consider- 
able extent part-time farming ; 51% of the 
farmers of Vilas County worked off the 
farm for pay in 1939 for an average of 
146 days. In Oneida County 46% of the 
farmers also earned some of their income 
in other occupations than farming for an 
average of 158 days. Both figures were 
lower for Price County. The number so 
working and the days employed off the 
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farm are generally lower in proportion to 
opportunities for profitable employment 
on the farm itself. Recreation is one of 
the sources of outside employment. 

Another striking feature of the agricul- 
ture of the Cutover Region is the high 
proportion of “self-sufficing” farming. In 
1930 Vilas, Forest and Oneida exceeded 
all other Wisconsin counties in the per- 
centage of self-sufficing farms; in fact, 
only a few counties of the entire cutover 
region of the three Lake States had the 
same or a higher proportion. In that year 
21.5% of the farms of Vilas, 16% of 
Oneida, 20% of Forest County were so 
classified, compared to 6.6% in Price 
County. In 1941 the Land Use Planning 
Committee of Oneida County reported 
only 26% of the 815 farms of this county 
as full-time farms, 31% part-time, 22% 
subsistence farms, and 11% as aban- 
doned. This corroborates the conclusions 
reached by those who have studied the 
manpower of the Cutover Region that 
many farmers and others are underem- 
ployed.® 

Returning to Table II, it appears that 
agriculture furnishes a large proportion of 
all employment opportunities in these 
counties, ranging from about 13% in 
Oneida to almost 50% in Price. In addi- 
tion to farming, each of these counties, 
with the exception of Vilas, has one or 
more outstanding sources of livelihood. 
Almost one-third of those employed in 
Forest County work at logging, in saw- 
mills or in planing mills; one-fourth of 
the labor force of Iron County is engaged 
in mining. Paper mills, sawmills and 
planing mills employ one-fifth of the labor 
force in Oneida County and one-sixth of 
those of Price County. The dependence 


“Sidney Henderson and Melvin L. Upchurch, “Re- 
location of Manpower and Zoning,” Journal of Land 
and Public Utility Economics, February, 1943, pp. 
3-17. 


on harvesting and fabricating wood prod- 
ucts is significant in view of the continu- 
ing depletion of the forests. 


The census does not list the number of 
people engaged in the “recreation indus- 
try”; they can only be inferred from the 
list of occupations presented in Table II. 
The fact that 9% of the employed in Vilas 
County are engaged in construction work 
appears significant. The proportion em- 
ployed in “eating and drinking” places in 
Vilas, Oneida, and especially Iron County, 
is far above the state percentage, or that of 
Price County. The proportion engaged in 
domestic service in “hotel and lodging”’ 
employments is exceptionally high in Vilas 
County. Providing amusement is a form 
of livelihood for a larger percentage of 
the employed in Vilas and Iron counties 
than in the other three counties or for the 
state as a whole. It should be noted again 
that these figures give no indication of 
the employment afforded in the recreation 
areas during the tourist season itself be- 
cause the census was taken in April. 

Relatively more people are engaged in 
retail businesses of all types in the High- 
land Lake Region than in Price County 
or in Wisconsin as a whole. But what is 
more significant is that the per capita 
sales tend to outrank the sales made in all 
other parts of the state. One reason for 
this is that the volume of sales made 
throughout the year—including the pros- 
perous tourist season—is divided by a 
relatively small permanent population. 
This works in favor of Vilas County as 
compared with Oneida, which has twice 
the population of Vilas. Nevertheless, 
from the standpoint of appraising the live- 
lihood of the area, these figures are im- 
portant. In total sales per capita only 
Dane, Walworth, Milwaukee and Brown 
counties rank above Oneida and Vilas— 
all of them counties with large cities or, 
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in the case of Walworth, another impor- 
tant recreational county.® In per capita 
sales at filling stations, Vilas ranks first, 
Oneida fourth and Walworth fifth; in per 
capita sales at eating and drink places, 
Vilas far outranks all the other counties, 
Walworth is second, Iron fifth, and Onei- 
da sixth. Only three highly urbanized 
counties outrank Vilas County in per cap- 
ita sales at “food stores.”” Walworth is 
fifth and Oneida is tied with Kenosha for 
sixth place. The consistent “top ranking” 
of the recreational counties is not a mere 
statistical accident. 


Recreation and the Tax Base 


Not only does the recreational area 
benefit from the annual expenditures of 
tourists but also from the permanent in- 
vestments in land, summer homes, cot- 
tages and all other structures associated 
with the recreation industry, directly and 
indirectly. These investments are of spe- 
cial importance, as part of the local tax 


*U. S. Census of Business: 1939. Retail Trade, 
Wisconsin. Table 15. Figures are given for the num- 
ber of stores and sales by 11 major business groups 
and the total sales for 1939. 
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base, since most of the support for local 
government comes from real estate. Such 
investments are also important in Wal- 
worth or Door counties, but are even more 
significant in the cutover counties because 
these counties do not have important tax- 
able resources in their cities, in agricul- 
tural lands, or in merchantable timber. 
Furthermore, some of these resources are 
decreasing instead of increasing. This is 
graphically shown in Table III, based 
upon the reports of the Supervisors of 
Assessments of the counties mentioned in 
the table. The data were not available for 
Iron County nor for years after 1935 for 
some of the others. The small acreage of 
land classed as “agricultural” is notable. 
It is less than the area in farms because 
this classification cuts across ownership 
lines ; a given farm may have agricultural 
land, swamp, waste and cutover land, and 
timber. Only in Forest County was the 
acreage of timber in excess of agricultural 
land. The remainder is swamp, waste and 
cutover, which to a large extent had al- 
ready passed into public ownership. Since 
1935 the area of publicly owned land has 
steadily increased. 


TABLE III. CLASSIFICATION OF THE LAND IN Forest, ONEIDA, VILAS AND 
Price CounTIEs By LAND Usrs, Forest Crop, AND BY PUBLIC AND 
PRIVATE OWNERSHIP, 19352 








Forest 


Oneida 





Per 
Acres Cent 


Acres 


Per 
Cent 








29,434 4.0 
313,824 
48,947 


Agricultural 
Cutover 
Timber 


Total, Private Land 
Forest Crop 
County Land 
State Land 
Federal and Other 
Total, Public and 
Semi-Public Land 


392,205 
58,010 
55,264 
34,733 

196,329 


344,336 


53,134 7.8 
301,794 
21,350 3.1 


376,278 
90,959 
140,221 
71,472 
8,254 1.2 


310,906 


81,160 
414,900 
10,818 


43.9 


506,775 
39,544 
121,638 
16,522 
119,311 


54.8 
13.2 
20.4 
10.4 


251,551 
41,234 
39,078 | 

125,731 
91,213 

45.2 


297,015 297,256 








Total (Private and Public) 736.541 








687,184 

















100.0 | 803,790 548,807 





® Based upon the Reports of the Supervisors of Assessments of the counties and their ‘recommended’ classification. 
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TABLE IV. DistTRIBUTION OF THE VALUE OF PROPERTY 
BY RURAL AND URBAN AND ASSESSMENT CLASSIFICATIONS, 1940? 








Forest 


Tron 


Oneida Vilas 





Property in Towns 
A Residential 
B Mercantile 
C Manufacturing 
D Agricultural 
E Swamp, Waste, Cutover 
F Timber 
Personal 


15.9 
7.6 
5.1 

19.1 
6.4 

16.7 

13.1 


21.3 44.3 
8.7 
Al 5 
11.0 7.2 
4.7 5.8 
1.3 2.3 
3.8 7.0 


10.0 
4.2 
3.7 
8.6 
2.4 
7.3 
3.1 





Total—Towns 83.9 


39.3 50.9 





Urban Property 
A Residential 
B Mercantile 4.0 
C Manufacturing 1.6 
D Agricultural 6 
E Swamp, Waste, Cutover 
F Timber 
Personal 


7.4 


2.5 


17.7 
12.2 
10.7 


11.7 


14.7 8.5 





16.1 


60.7 49.1 











100.0 








County Total 


100.0 


100.0 




















a Based upon the Reports of the Supervisor of Assessments for 1940, Recommended Value. 


Almost two-thirds of the area of Vilas 
county is today in public ownership and 
the proportion is even larger in Forest 
county. The significance for the present 
discussion lies in the fact that this pro- 
portion of the counties is no longer on the 
tax rolls. It also means more and more 
land under public land management and a 
shift in the employment pattern. No doubt 
forestry, which uses only a minor fraction 
of the labor force, will become more im- 
portant in the future. Likewise, the per- 
centage employed by various levels of 
government in connection with public 
land administration will increase. As the 
public forests mature and return incomes 
to their owners they will furnish revenues 
in lieu of taxes, but at present such in- 
comes are still small. 

The distribution of the taxable re- 
sources as to property in the towns and 
in incorporated places, by the six classes 
reported by the assessors, is shown in 
Table IV. Urban property is of special 


importance in Iron County where 61% of 
all taxable property is in cities, in Oneida 
County where almost one-half is in the 
city of Rhinelander, and in Price County 
where over 40% is in the cities and vil- 
lages. On the other hand, only one-sixth 
and one-eighth of the taxable property of 
Forest and Vilas counties, respectively, 
lies in the incorporated places. With the 
exception of Price, in no county does agri- 
cultural land furnish more than 20% of 
the taxes. The vast areas of cutover land 
which constituted from -36% to over 50% 
of the areas of these counties in no case 
represented more than 614% of the tax 
base. The only exception was Price Coun- 
ty. This percentage is somewhat low be- 
cause both Tables IV and V were based 
upon recommended valuations. As a rule, 
cutover land is locally assessed above rec- 
ommended “true” value. Timber land is 
an insignificant proportion of the tax base 
in both area and value, except in Forest 
County. 
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Recreational property is not given a 
separate classification; it must be deduced 
from the classifications made by the as- 
sessors. It is largely “residential” and 
“mercantile.” It is significant that in For- 
est, Oneida and Vilas more residential 
property is found in the rural areas than 
in the cities and villages. Forty-four per 
cent of the entire taxable real estate of 
Vilas County consists of residential prop- 
erty outside of incorporated places, and 
over one-fifth of the tax base consists of 
mercantile property not in cities and vil- 
lages. Some of this is due to the resi- 
dences and stores in unincorporated places 
but much more is due to the resorts, sum- 
mer homes, clubs and camps on lakes and 
hidden in the forests. Vilas has only 10 
unincorporated villages ranging in popu- 
lation from 20 to 888.7 

The census on Housing indicates that 
almost 77% of the dwelling units of Vilas 
County are found in the unincorporated 


‘The total population in unincorporated villages is 
2276, or a little above 25% of the population of the 
county. However, most of these places are directly 
and indirectly associated with the recreation indus- 
try. The largest village, with the 888 people, is lo- 
cated in the Lac du Flambeau Indian Reservation. 
Data taken from the Rand-McNally Commercial 
Atlas and Marketing Guide of 1943. 


area, exclusive of the dwellings on farms, 
In Oneida County 55% of all dwellings 
were classed as rural non-farm compared 
with the 31% of all dwellings located in 
Rhinelander. (Table V) It appears start- 
ling to find that 62% of the rural non- 
farm residences of Vilas and 56% of Onei- 
da County were vacant in 1940, However, 
this again emphasizes the seasonal char- 
acter of recreation since the enumeration 
took place before the tourist season 
opened. The proportion of vacancies in 
the cities was unimportant, but that of 
farm dwellings was more significant than 
either of the others, because most of the 
vacant farm dwellings were for rent or 
for sale. 

The special study of recreational land 
made in Vilas, Oneida and Forest coun- 
ties in 1932 separated recreational land 
from the other classes and therefore pre- 
sents a better picture of the place of this 
type of land in the Highland Lake Region. 
The narrow strip of riparian land used for 
recreation, including the part actually in 
use and the land considered suitable for 
that purpose, represented 37% of the tax 
base of the towns of Oneida County and 
21% of the taxable values of the entire 
county including the city of Rhinelander, 


TasLe V. NuMBER oF Dwe tine Units, Tora AND VACANT, 
FOR VILAS AND ONEIDA Counties, 1940 


























Dwelling Units Vacant Dwelling Units 
Per Cent Per Cent 
Number of Total Number of Total 
Total, Vilas County 4,836 100.0 1,480 30.6 
Eagle River 422” 8.7 27 6.4 
Towns 4,414 91.3 2,453 55.6 
Farm 661 13.7 126 19.1 
Rural Non-Farm 3,753 77.6 2,327 62.0 
Total, Oneida County 7,683 100.0 2,624 34.2 
Rhinelander 2,351 30.6 56 24 
Towns 5,332 69.4 2,568 48.2 
Farm 1,103 14.4 191 17.3 
Rural Non-Farm 4,229 55.0 2,377 56.2 





®U. S. Census, 1940, Housing, Wisconsin. First Series. 
b Eagle River also has 7 additional rural-farm dwellings. 
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which alone represents half of the tax base 
of the county. In Vilas County recrea- 
tional property represents 63% of the 
property of the towns and 56% of that 
of the county. Much higher proportions 
were found in individual towns here and 
in Michigan, in fact up to 85%. In about 
10 years, over a million dollars of “as- 
sessed valuation” was created by the Lake 
of the Ozarks in Missouri. The actual 
value of the investments was estimated at 
$3,976,000 in 1940. In general, the as- 
sessors’ valuations are considerably below 
actual values, 

Recreational land as defined above con- 
sists of both developed and undeveloped 
land. The assessors put a much higher 
valuation on riparian land considered 
suitable for future development than on 
other classes of land. This is a ‘“‘specula- 
tive value” which can be sustained only 
if the land is bought by the actual users 
for summer homes and resorts. ‘“Unde- 
veloped recreational land” represented 
over 10% of the tax base of the towns of 
Oneida and almost 16% of the taxable 
real estate of the unincorporated areas of 
Vilas. Recreational land is peculiar also 
in that much of it is owned by absentees 
who have no voice in local government 
and who make few demands upon the 
town or county for services, especially for 
schools, and for roads only during the 
short tourist season. The assessment of 
recreational property is a difficult task. 
The local assessor is confronted with val- 
uing, not the ordinary farm property, or 
even timber, with which he is familiar, 
but residential and commercial property 
such as is ordinarily found only in cities. 
The standards of value are not the same 
in the two forms of real estate. Not only 
are recreational properties an important 
part of the tax base but there was less tax 


delinquency on this form of property than . 


on other types in 1932. However, recent 
figures are not available. 

The peculiar nature of recreational 
property is emphasized by all these points. 
The volume of the tourist traffic, the an- 
nual expenditures of recreationists, the 
flow of investments into land and build- 
ings, the value of real estate and the tax- 
able values are dependent upon the pros- 
perity, the level of incomes and recrea- 
tional habits of people living in distant 
cities. This contributes to the particular 
psychology and attitudes of the people 
living in recreational areas, especially in 
regions where so much of the livelihood 
and support for local government depends 
on recreation as an industry and also as a 
land use. 


The Psychology of Recreational 
Areas 


No complete analysis of the outlook 
and attitudes of the people in the High- 
land Lake Region has been made but the 
study of recreation recently made in the 
area gives some clues.* The tourist sea- 
son is short. Most of the tourist families 
leave for home on Labor Day, largely be- 
cause city schools open soon after this day 
but also because of fall rains, frosts and 
generally disagreeable weather. The vol- 
ume of business during the season is un- 
certain. It depends upon business condi- 
tions, travel facilities, and the choice that 
recreationists make between this and oth- 
er recreational areas. Hot, humid weather 
in the Corn Belt lures people to the cool 
north; rainy disagreeable weather in the 
north cuts their stay short. Hotels and 
other establishments with their heavy 
overhead must ‘make their money” in 3 
or 3% months or not at all. The business 
is fiercely competitive, not only between 


°“Zoning Land for Recreation” of. cit. 
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regions, but between resorts. This ex- 
plains in part the lax attitude of owners 
of recreational establishments, of the lo- 
cal officials and of the people in general to- 
ward slot machines, taverns and other 
forms of amusement. Everybody tries to 
“cash in” during the summer; then the 
region settles back into 9 months of com- 
parative inactivity, a long cold winter with 
heavy snows, and a reaction from the fe- 
verish and restless ‘“‘season.”’ 

All this affects the attitude of the peo- 
ple in the recreational areas and sets. them 
apart from the rest of the Cutover Region. 
They strongly favor the expenditures by 
the state and counties for recreational ad- 
vertising—‘“lure books,’ newspaper and 
outdoor advertisements, and exhibits in 
those cities from which tourists may be 
attracted. They are critical of the Conser- 
vation Department in its effort to provide 
fishing and toward its game _ policies. 
Their attitude toward wildlife is colored 
by the desire of summer visitors to see 
animals and birds. Sixty per cent of the 
recreationists reported that they did not 
see enough wild animals. Several persons 
remarked that they had not seen anything 
more exciting than chipmunks. Intense 
feeling for a closed season on deer was 
found throughout the region. Except for 
a few isolated resorts, and in the cities, 
the consensus of opinion seems to be that 
a live deer is of more cash value than one 
killed by hunters in the fall. It is main- 
tained that the Conservation Department 
is being “high pressured”’ by the desire to 
get license fees and by the hunters from 
the southern urbanized areas from which 
most of the “sportsmen” come. 

The recreational areas are conscious of 
the importance of water and forests in 
their livelihood. Water level fluctuations 
caused by private-public utility dams are 
deplored. During wet seasons much dam- 
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age is done to riparian lands and in dry 
seasons the water is drained away from 
the flowage, leaving wide expanses of 
mud and weeds between the shore line and 
the water. This is especially critical in 
the Lake of the Ozarks where the entire 
body of water was created by a dam and 
where the fluctuations are also affecting 
the habitat of the fish. 


There is a healthy and growing attitude 
toward the preservation and rebuilding of 
the forests, not only for their timber value 
but their recreational value as well. It is 
interesting to find that the Oneida Land 
Use Planning Committee recommended 
the continuance of the policy of selling 
county-owned timbered land with the re- 
striction of a strip 100 feet wide on each 
side of the highways “for right of way, 
beautification of the right of way, and 
snow drift prevention purposes.” Further- 
more, no cutting is permitted for com- 
mercial purposes for 10 years after the 
sale of any tract of county-owned land to 
a private owner. 

There is also a growing appreciation of 
the need for more roadside improvements 
and conveniences and better planned rec- 
reational facilities. The Oneida Land 
Use Planning Report suggests more 
camps, picnic grounds, bathing beaches, 
beautification of the highways and way- 
sides, more public access to the lakes by 
town and county land acquisition, and 
the development of canoe routes and 
trails, with routes, trails, bodies of water 
and scenic drives properly marked. A 
complete plan for Vilas County recrea- 
tional development has been made by the 
Wisconsin State Planning Board. An in- 
teresting suggestion was made by the 
Oneida Committee that roadside zoning 
be used to “promote safety and_ scenic 
values of the highways” aimed at “tav- 
erns, shacks and billboards” that clutter 
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the gateway to the resort area. Zoning 
and other social controls were treated in 
the former article. 


Summary 


On the integrated area-analysis map, 
northern Wisconsin and the Upper Pen- 
insula of Michigan are divided into four 
“Livelihood Areas”—Northwestern Wis- 
consin, North Central Wisconsin, the Su- 
perior Upland, and the Eastern Upper 
Peninsula. Four of the counties used in 
this study lie in the Superior Upland; 
Price lies in this area as well as in the 
two other Wisconsin regions mentioned 
above. However, the Highland Lake Re- 
gion has a form of livelihood which con- 


trasts sharply with the life in the neigh- , 


boring regions which depend chiefly on 
agriculture, lumbering and mining for a 
living. 

One of the purposes of this article was 
to apply the techniques of the “area analy- 
sis method” to this more limited, but 
sharply defined, livelihood region. Un- 
fortunately the statistical material avail- 
able for this purpose must be deduced and 
inferred from the U. S. census and other 
publications. Local studies give informa- 
tion on certain phases of recreation as a 
land use and as an industry but there is 
a discouraging lack of information for 
many phases of livelihood. For instance, 
few data are available on the number, lo- 
cation and guest capacity of hotels, re- 
sorts, hotel cabin establishments, clubs 
and camps and for summer homes and 
private cottages. As a consequence, this 
paper also became an experiment in meth- 
odology in the use of available materials 
for integrated analysis research. 

Whatever material is available, how- 
ever, points to certain definite conclusions. 
The original resources of the Highland 


Lake Regions, as they stand today, are . 


limited. Both agriculture and productive 
forest land are of minor importance from 
the standpoint of land use, but are still 
important in the employment picture. 
While agriculture is about stationary, 
employment in forest industries is declin- 
ing. With the failure of private enter- 
prise to use the land, much of it has be- 
come county, state and federally owned. 
This means a reduced tax base on the one 
hand and more public land management 
on the other. However, recreational land, 
though small in area, has filled the gap in 
the tax base to a large extent and with 
the maturing of the forests, new employ- 
ment opportunities and revenues in lieu 
of taxes can be expected. The forms and 
functions of local government, the school 
system, the highway pattern, the manage- 
ment of the public forests, should be modi- 
fied to suit the peculiar needs of a recrea- 
tional region. The urban nature of recre- 
ational property produces special problems 
of taxation, zoning, and land use controls. 
Finally, the unique character of the recre- 
ational business, its short season, the se- 
vere competition and other factors, has 
produced a very definite psychology which 
colors the attitudes and thinking of all 
who are directly and indirectly connected 
with the “tourist trade.” All these factors 
make up the livelihood pattern of the 
Highland Lake Region and must be con- 
sidered in any planning program. 
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Excessive Land Subdivision in the New Jersey 
Pine Area 


By ALVIN T. M. LEE* and JOSEPH F. HAUCK** 


genes land problems much in the 
limelight during the past decade were 
those associated with the exploitation of 
land and forest resources, the attempt in 
many areas to utilize land for more in- 
tensive uses than that for which it was 
needed or adapted, and population press- 
ure on the land resulting from lack of 
alternative employment opportunities in 
industry. The results have been a wide- 
spread low level of living in large areas, 
such as the Appalachians and the Ozarks, 
and the added problem of land abandon- 
ment and tax delinquency. These in turn 
have led to distress in the financing of 
local government in areas like the Cut- 
over Region of the Lake States and the 
New Jersey Pines. Urban land problems 
most prominent were those associated 
with the subdivision of land on the fringes 
of cities far in excess of current needs for 
home sites. The results here are the pre- 
mature removal of land from agricultural 
use and much tax delinquency and land 
abandonment. Problems of local govern- 
ment finance in regard to both rural and 
urban lands have resulted. Not only is 
much of the assessed value removed from 
the tax base, but the settlement pattern 
resulting from ill-planned and premature 
subdivision is scattered which makes costs 
of public services (such as streets, water, 
sewage disposal, and other facilities) high 
in proportion to the services rendered. 


* Agricultural Economist, Bureau of Agricultural 
Economics. 

** Associate Agricultural Economist, Bureau of 
Agricultural Economics. 


The Pine Area of New Jersey is so 
situated that it has both the rural and 
urban types of land problems. It is, there- 
fore, an excellent laboratory for analyzing 
the nature of these problems, their conse- 
quences and the human motivations which 
bring them into being. The New Jersey 
Agricultural Experiment Station and the 
Bureau of Agricultural Economics coop- 
erated in a study of land problems in the 
New Jersey Pines which are associated 
with excessive and spurious subdivision. 
Two bulletins have been published. The 
first was an analysis of a subdivision 
scheme which had about completed its 
cycle. Consideration was given to the 
effects upon local government finance and 
status of titles in the land, as well as to 
the extent of development carried out and 
the degree of success attained by the indi- 
vidual purchasers. The second publica- 
tion reports on the subdivision and land 
abandonment situation throughout the 
entire Pine Area, the types of subdivision, 
and the net effect of all subdivision in a 
municipality upon its tax base. A con- 
tiguous area of 10 townships served as 
the area of study for obtaining detailed 
information. Both reports contain sugges- 
tions as to the type of remedial measures 
necessary to alleviate or solve the problem. 

The Pines of New Jersey, a contiguous 


* Alvin T. M. Lee, A Land Development Scheme 
in the New Jersey Pine Area, New Jersey Agricul- 
tural Experiment Station Bul. 665, 1939. 

Joseph F. Hauck and Alvin T. M. Lee, Land Sub- 
division in the New Jersey Pines, New Jersey Agri- 


cultural Experiment Station Bul. 701, 1942. 
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area of about 1,300,000 acres of scrub 
oak and pitch pine forest, lies near the 
greatest concentration of population in 
North America (see Figure I). Greater 
New York, Philadelphia, and the Penn- 
sylvania and New Jersey cities and metro- 
politan areas lie near its borders. It seems 
almost axiomatic that the Pines should 
offer vast possibilities for the production 
of agricultural products because of its 
proximity to large agglomerations of peo- 
ple. This belief has constantly stimulated 
the speculation and promotion of agricul- 
ture on this vast area of unproductive 
land. At the same time, the nearness to 
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New York City and Philadelphia has 
made it possible for unscrupulous individ- 
uals to sell bargain paper “city” lots to 
persons accustomed to valuing land by the 
front foot. 
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Since 1854 there has been constant 
colonization and land subdivision activity 
in the Pines. This excessive subdividing 
of unproductive land has resulted in an 
estimated loss of at least $100,000,000 of 
private funds “invested” in land, an aban- 
donment of thousands of acres of land 
and consequent widespread tax delin- 
quency, and the creation of a land owner- 
ship pattern that has come to be a serious 
obstacle to the development of a sound 
land policy for the state. In 1939 the un- 
improved acreage tracts which had been 
abandoned, and were then listed on the 
Pine Area township tax lien registers, 
accounted for 19 per cent of the land area. 
In addition, there were thousands of 
“city” lots on the tax lien registers and 
tens of thousands which had _ been 
dropped from the assessment roll. 


Development of the Area 


At one time there was some industrial 
activity in the New Jersey Pine Area but 
it was never very great. Iron was pro- 
duced from bog ore during the period 
1766 to about 1850, and the manufacture 
of glass continued up to about 1890. 


The pine forest of New Jersey became 
of economic importance when a demand 
for fuel was created by the establishment 
of bog ore furnaces, and continued to be 
so as long as the glass factories utilized 
large quantities of charcoal. When these 
local market outlets disappeared, charcoal 
was shipped to the metropolitan centers of 
Philadelphia and New York City as long 
as profitable stands of pine remained. 
Some pine wood was used also as fuel in 
ships and wood-burning locomotives. The 
swamps, with their cedar and cypress, 
constituted the chief lumber resource. 


Although the Pine Area is largely a 
forest area with 1,300,000 acres of wood- 
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land, only 123,000 acres are in state and 
federal ownership. The early state land 
policy was built around the philosophy 
that well-managed demonstration forests 
would induce individuals to carry on pri- 
vate forestry. In later years state for- 
esters recognized that public ownership 
of large acreages of woodland is the most 
effective method by which to rehabilitate 
the unproductive pine land. Bass River 
Forest, started in 1905, was the first of 
the six state forests now found in the 
Area. Until 1932 all purchases were 
made outright from private individuals, 
but in 1932 and thereafter a definite at- 
tempt was made to acquire tax-forfeited 
lands from municipalities. 

Agricultural activities other than the 
production of cranberries have never been 
extensive in the Pines. However, some 


small-scale and subsistence farming has 
been carried on in scattered sections and 
on a relatively narrow strip of land along 


the shore road a short distance inland 


from the coast. Much of the agriculture . 


of the area in early times was supplemen- 
tary, or incidental, to its industrial ac- 
tivities. The type of farming has now 
shifted from a general and subsistence type 
to the commercial production of fruit, 
vegetables and poultry. Modern transpor- 
tation facilities have made it possible for 
the farmers to produce primarily for the 
Philadelphia and New York markets. 


The first cranberry bogs in the Pines 
were developed in 1835 but commercial 
production did not attain importance un- 
til after success had been achieved in 
developing a bush which produced a su- 
perior berry. Although there is much po- 
tential cranberry land in the Pines, the 
acreage in production has remained almost 
stationary at 11,000 acres for the last 20 
years. The acreage in blueberries ex- 
panded from 419 in 1932 to 1,044 in 


1939. New blueberry fields are continu- 
ally being planted as a result of favorable 
prices in the market. 


Colonization and promotional land sub- 
division on vast acreages of land formerly 
held by iron and glass manufacturers re- 
sulted in the springing up of many small- 
farm communities and an increase in the 
number of farms. Colonization activities 
were greatest at the turn of the century 
and the peak of improved acreage in farms 
was reached between 1900 and 1910. 
Since 1910 the area of improved land in 
farms has been reduced by one-third to 
one-half in the counties wholly within the 
Pines. Farm failures have been due to 
poor soil, small uneconomic farm units, 
lack of experience on the part of the op- 
erator, and, in recent years, in part to the 
inability of growers to cope with increased 
numbers of deer. 


Land Subdivision 


Organized land subdivision and coloni- 
zation in the Pines first started in 1854 
with the organization of the Gloucester 
Farm and Town Association. Thirty-five 
thousand acres of sandy pine land in At- 
lantic County were purchased and laid out 
into city lots and small farm plots by a 
group of men from Philadelphia. Soon 
afterwards the nearby communities of 
Hammonton and Vineland sprang up. 


The success of some of these ventures 
was in part responsible for the beginning 
of land development activities from one 
end to the other of the vast pine barrens. 
Then, too, the railroads which were built 
beginning in 1850 opened up the territory 
to thousands of prospective purchasers in 
the Philadelphia and New York metro- 
politan areas. Most of the land-develop- 
ment maps showed the location of the de- 


_ velopment with respect to the railroads, 
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and emphasis was given to the advantages 
of the location and the convenience of 
travel. Most of the land subdivided in the 
Pines is not suited to agricultural produc- 
tion or urban development. As a result 
a major portion of the land development 
activities have turned out to be purely 
speculative and the ventures a failure 
when measured in terms of the proportion 
of properties actually developed. 

Statements made by state officials were 
a powerful influence in promoting excess 
land subdivision. Public officials, as well 
as landowners and newspaper writers, 
found themselves forecasting the latent 
possibilities of the Pines. One historian, 
writing in 1868, stated that the Pines re- 
gion would soon become one of the valu- 
able parts of the state. “Even its swamp- 
land, which has hitherto been considered 
as almost worthless, is now extremely 
more valuable than most other lands on 
account of its adaptation to the culture of 
cranberries.””” 

An agricultural writer for the New 
York Tribune wrote about the many un- 
developed acres and their possibilities. The 
first report issued by the State Bureau of 
Statistics in 1878 had a chapter devoted 
to “Agricultural Development—its Re- 
lation to Local Conditions and the Un- 
improved Lands of New Jersey.” The 
report devoted considerable space and at- 
tention to the Pine Area, “‘under the ob- 
vious conviction that the glaring natural 
advantages and resources are practically 
unrecognized in any due proportion to 
their magnitude.” Commenting further, 
the public official stated: “One of the most 
evident causes why this section of the 
country has not been more generally oc- 
cupied and improved, is found in the fact 


2 J. W. Barber, Historical Collections of New Jer- 
sey, Past and Present, 1868, p. 17. 
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of the easy way in which the occupants 
have obtained a livelihood.’ 

Such optimism on the part of sup- 
posedly informed people and high pressure 
salesmanship on the part of the land pro- 
moters resulted in the subdivision of many 
large tracts of pineland. Most of the pur- 
chases were for speculation only. By 
1913 public officials in other state de- 
partments began to recognize the evils of 
land subdivisions. An official interested 
in the development of agriculture stated, 
“This interest in farm extension by no 
means includes approval of the many de- 
velopment projects that afflict our terri- 
tory. ‘A town lot in the Pines’ is more 
apt to be a delusion than a bargain. Legi- 
timate efforts to open up any wild section 
are commendable, but the majority of the 
new towns have little more than paper 
existence and no future.” The official also 
cautioned that the purchaser should “be 
sure that besides a deed to his lot, usually 
at four to twenty times its value, he gets 
society, water, schools, stores and other 
necessities.’”* 

The Subdivision Cycle. Paisley, “The 
Magic City,” illustrates the cycle of sales 
promotion, limited development and years 
of decline of a land subdivision scheme.’ 
This “Magic City,” located in the heart 
of the Pines, came into being in 1888 
when a promoter from New York City 
purchased 1400 acres of pine land at a 
cost of $3.67 an acre and subdivided it 
into 12,796 lots, each 25 by 100 feet in 
size, and 274 acres in farm plots. The 
most usual selling price for the lots was 


* First Report of the New Jersey Bureau of Sta- 
tistics, 1878, p. 84 

“Annual Report of the New Jersey Park Reservo- 
tion Commission, 1913, p. 18. 

* Alvin T. M. Lee, Land Utilization in New Jersey 
—A Land Development Scheme in the New Jersey 
Pine Area, New Jersey Agricultural Experiment Sta- 
tion Bul. 665, 1939. 
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25 each. He advertised primarily in the 
New York World and conducted his sales 
campaign over a period of 21% years. The 
map of the development was beautifully 
planned, with broad streets and space for 
parks located at convenient points. Single 
lots, scattered throughout the entire de- 
velopment, were given away at the begin- 
ning of the sales campaign, so as to give 
the prospective purchaser looking at the 
map an impression that all sections of the 
development were desirable locations. The 
advertisements contained frequent refer- 
ence to the proposed building of schools, 
colleges, stores, hospitals, sanitariums, ho- 
tels, a street car stable, and an academy 
of music. Continuous reference was made 
to the steady increase in land values. 

Many individuals purchased lots with- 
out seeing the land, and others purchased 
while on the excursion trips which were 
arranged, but not financed, by the pro- 
moter. No commentary on the sales pro- 
motion scheme could be more apt than 
that of a Maplewood, New Jersey, resi- 
dent who, in a letter to one of the writers, 
thus recalls his visit to Paisley in 1888: 


“After selling a lot of this sand and sage 
brush to a score or more—yes, hundreds of 
people—the promoter invited the buyers to 
a trip to view the property. About five car- 
loads left the Central Railroad Depot in 
Jersey City, and after riding an hour or 
more, disembarked at a lonesome way sta- 
tion, where scores of all kinds of rickety 
vehicles, driven by unshaven drivers, await- 
ed the ‘Magic City’ lot purchasers. 

“‘All Aboard!’ and for a dreary hour these 
vehicles carried the rapidly growing disap- 
pointed, disillusioned buyers to the ‘Inn’ 
and ‘Music Center Building.’ Finally, the 
‘Inn” was sighted. It was a shed accommo- 
dating one person. Here stood an individual 
selling alleged cigars. 

“One wide swath cut through the sage or 
scrub oak, suggested the principal avenue, 
at the end of which stood the ‘Music build- 
ing,’ a one-room structure. 


“While the lot ‘buyers’ were recovering 
from the shock, a band piped, and among 
the unshaven drivers there was loud boast- 
ing about the railroad that was to run to 
the ‘Magic City,’ etc. However, many of 
the buyers who had bought lots for $100, 
some for $25, etc., offered the promoter $10 
if he would take them back and refund half 
of what they had paid. His invariable an- 
swer was ‘You must see the agent from 
whom you bought them.’ The writer bought 
a box of the alleged cigars and after giving 
them away to numerous of the teamsters 
who dwelt contiguous to the ‘Magic City,’ 
got them to talk. 

“The concensus of opinion on the part of 
these ‘boomers’ was: “That they never 
dreamed there were so many suckers in New 
York.’ 

“And it all can happen again. Barnum said 
it: ‘The public loves to be humbugged.’ ” 


A total of 12 dwellings and one small 
factory building were erected in Paisley. 
These improved properties changed hands 
rapidly until they were destroyed by fire 
or razed for lumber. No new building 
has been erected since the original con- 
struction. Today there are two dwellings 
left; one is used as a deer club and the 
other is occupied by a lone individual 
whose home nearby was destroyed by fire. 

Out of the 3122 original purchasers 
and others who, in turn, bought from 
them, only 116 remained on the assess- 
ment roll in 1937. Most of the remaining 
owners would like to sell, as does a resi- 
dent of Watertown, Wisconsin, who has 
paid taxes on his one lot since 1889. He 
would like to sell it for the value of the 
timber on it. He does not realize either 
the excessive cost of even locating the lot, 
nor the fact that there are probably only 
3 or 4 scraggly pine trees on it. 

Because of the large metropolitan cen- 
ters nearby, ample opportunity exists for 
the development of desirable recreational 
and summer home communities in the 
Pines on the tracts of land adjacent to the 
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Pines of Burlington County, New Jersey, 1941. 


Source of information: Land use maps prepared by the New Jersey State Planning Board. Cranberry 


bogs map prepared by F. W. Knowles, New Jersey 


many streams which might be created 
into artificial lakes. Some of the streams 
have been developed as artificial lakes and 
the recreational communities developed 
have been highly successful, both in terms 
of adding considerably to the local tax 


Extension Service, and local residents. 


base and of personal enjoyment by the 
individuals who are owners of summer 
homes in the Pines. The development of 
desirable recreational communities could 
go on unabated if public authorities would 
curb spurious and excessive subdivision 
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and give proper direction and guidance to 
the selection of sites as well as to the 
quantity of lots offered to the public. 


Medford Lakes, Taunton Lakes, Lake 
Pine and Browns Mills in Burlington 
County (see Figures II and III), and 
Barnegat Pines in Ocean County, are ex- 
amples of well-developed summer home 
communities built around the shores of 
artificial lakes. Medford Lakes, consist- 
ing of 1200 acres of pineland and a chain 
of 21 artificial lakes, was started in 1927 
on a tract of land used successively for a 
furnace and forge, a carpet mill, a grist 
mill, a saw mill and cranberry bogs. The 
bogs, established in 1875, were allowed 
to run down by 1900 and the land was 
idle until its development as Medford 
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Figure III. Land Subdivisions in the Pines of Burl- 
ington County, New Jersey. 

Sources of information: Land Use Maps, prepared 

by New Jersey State Planning Board. Subdivision 

Maps, on file in Burlington County Recorder’s Of- 

fice. 


Lakes. By 1940, 900 lots had been sold 
and 254 cabins erected. Browns Mills, a 
more extensive development, had about 
500 homes in 1940. There was consider- 


able speculative selling here, and as a re- 
sult more than one-third of the 33,000 
lots have been abandoned. 

To date, the unmaterialized subdivi- 
sions like Paisley, far outweigh the recre- 
ational and small-farm type—both in num- 
ber of subdivisions and in land area af- 
fected. Of the more than 400 subdivisions 
in the Pines, not more than 75 are of the 
two latter types. These are divided about 
equally between the recreational and 
small-farm subdivisions. At least 80 per 
cent of the more than 200,000 acres of 
land affected is in land schemes of the 
Paisley type. 


Tax Delinquency 


Unmaterialized subdivisions with much 
land abandonment are the chief cause of 
extensive tax delinquency in the Pines. 
Delinquency on vacant lots in relation to 
the taxes levied is from 4 to 15 times as 
great as on other types of properties. Such 
land is often carried on the tax roll from 
year to year because the cost of foreclos- 
ure exceeds the resale value. In New Jer- 
sey these tax-delinquent properties legally 
cannot be removed from the assessment 
records until the municipality has fore- 
closed and taken title to the land. This 
becomes a financial problem because the 
municipality, which is the tax collecting 
unit, must pay the state, county and school 
districts their full share of taxes whether 
or not the taxes are actually collected. In 
most states, such as in Pennsylvania, 
where each unit of government shares in 
the actual collection and not in the levy 
only, this problem does not appear. 

A graphic description of the extent of 
the land subdivision and tax delinquency 
problem in individual townships can be 
observed in Figures II and III. A large 
proportion of the land in Bass River and 





214 


Woodland Townships is occupied by the 
speculative type of land subdivisions. 
Furthermore, all of the subdivisions in 
these townships are located in the woods. 
Prior to subdivision, this woodland acre- 
age was assessed at a low value per acre. 
However, after subdivision, the assessed 
values per acre increased 10- to 15-fold. 
Abandonment of the land occurs after the 
assessed values have been inflated and for 
this reason becomes a serious tax problem 
to the townships. 


Policy for Tax-Forfeited Lands 


The purpose of a tax sale is to enforce 
tax collections. Since delinquent property 
taxes constitute a claim against property, 
the taxing district may remove the claim 
by selling the property to private bidders. 
This process works satisfactorily if the 
delinquent property has value at least 
equal to the tax arrears plus any costs 
which may be involved in obtaining per- 
fect title. Unimproved lots and small acre- 
age properties in the Pines, however, are 
not of sufficient value to cover all costs 
involved and hence such properties find 
no private bidders at tax sales. When the 
cost of clearing title is excessive, tax sales 
are not a solution to tax delinquency in 
areas of low land values. The sales merely 
accumulate tax title liens in the hands of 
the taxing district. 

The great diffusion of ownership of 
low-valued parcels of land in the Pines 
and the high degree of tax delinquency 
have led many municipalities to work out 
cheaper methods to cope with the prob- 
lem. All real property in the taxing dis- 
trict, except that specifically exempt by 
law, must be assessed. Nevertheless, mu- 
nicipal officials in many townships have 
adopted the extra-legal practice of not as- 
sessing low-valued lots which have been 
chronically tax delinquent. The properties 
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are merely omitted from the tax roll and 
in most cases even without the formality 
of offering them at tax sale. By doing 
this, the unproductive assessment is re- 
moved from the tax roll, tax collections 
become more nearly equal to budgetary 
anticipations and tax payments to the state 
and county are reduced. Nearly all of the 
acreage tracts which become tax delin- 
quent are sold at tax sale but most of the 
low-value small lots are removed from the 
tax roll without going through any form 
of legal procedure. 

The townships in the Pines have no 
program for the management and opera- 
tion of the thousands of acres of pine land 
on which tax liens are held. The counties 
perform no part of the tax collection func- 
tion and have no part in a program deal- 
ing with tax-delinquent lands. The town- 
ships have followed the practice of return- 
ing all types of tax-delinquent property to 
private ownership, if possible, including 
that which repeatedly has become tax de- 
linquent. A program of land acquisition 
by the township has not existed because 
townships have neither the personnel nor 
capital with which to carry on long-time 
programs of forestry, recreational devel- 
opment, or the establishment of game re- 
serves. 

The state, on the other hand, does have 
a long-range program of land acquisition 
and forest management; and, prior to 
1930, many acres of tax-delinquent land 
were acquired from the townships by the 
payment of accumulated tax arrears. No 
land was acquired during the period 1930 
to 1940 because the state legislature did 
not appropriate funds for such purposes 
and townships legally could not transfer 
any land without being reimbursed for the 
accumulated tax arrears. In 1940 this 
obstacle was removed when legislation 
was enacted providing for voluntary 
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transfer of tax lien land to the state.° An 
opportunity for public acquisition of waste 
pine land on a large scale exists under the 
provision of this act. In 1939 there were 
296,400 acres in acreage tracts of wood- 
land and swampland held on tax liens by 
the municipalities in the Pines. Some of 
this tax lien land is suitable for private 
purchase and development; but most of it 
is better adapted to state ownership and 
readily could be transferred to the state 
under the above law, if the local officials 
deemed it advisable. The state pays the 
townships an annual payment of 10 cents 
an acre in lieu of taxes when title is ob- 
tained on land taken over as forest-park 
reservations. 

The extent to which various municipal- 
ities will transfer land to the state depends 
upon the point of view of the local officials 
and the level of assessment on woodland. 
If the assessment is low, the 10-cents-an- 
acre which the municipality will receive 
annually on the land taken over by the 
state will be nearly equal to the taxes 
which were formerly levied — but seldom 
collected. In such cases, the municipality 
will be better off financially and, in addi- 
tion, will have removed unproductive land 
from private ownership. If the assessment 
per acre is high, local officials may prefer 
to gamble on returning the land to private 
ownership with the hope of collecting 
taxes at a much higher rate than the 10 
cents an acre which the state would pay. 

The taxes anticipated per acre vary 
greatly as a result of the variable levels of 
assessment. Egg Harbor Township in At- 
lantic County, with high assessments as 
well as a high tax rate, levied $1.05 an 
acre for local purposes on the unimproved 
woodland properties held on tax liens in 
1939, In the same county, Estell Manor 


*Eastwood Law, Sec. 54:5-117, New Jersey Rev. 
Stat. (1940 Sup.). 
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City levied 8 cents an acre and Hamilton 
Township 61 cents an acre. The assess- 
ment per acre in the 10 townships in Burl- 
ington County is generally lower than in 
Ocean County to the north and the three 
counties of Atlantic, Camden, and Glou- 
cester to the south. The situation in sev- 
eral townships in Cape May and Cumber- 
land Counties is about the same as in 
Burlington County. Because of lower as- 
sessments it is likely that more townships 
in Burlington, Cape May, and Cumber- 
land Counties will transfer land to the 
state than will those in Camden, Glouces- 
ter and Atlantic Counties. 

By May, 1942 (two years after the 
Eastwood Law was enacted), seven mu- 
nicipalities in the Pines had submitted a 
total of 55,000 acres of tax title lien prop- 
erties to the State Department of Conser- 
vation and Development. Officials in oth- 
er townships are now reviewing and 
classifying the properties on tax liens 


preparatory to transferring them to the 


state. Still other municipalities are ex- 
pected to follow the example of these 
townships when the provisions of the law 
are more widely known and understood. 
Thus, important steps are being taken to 
expand the state forests and parks in the 
Pine Area. This transfer of unproductive 
land to the state will remove it from cir- 
culation. Thus the area of land available 
to subdivision promoters will be reduced. 
As a result, the creation of the type of 
properties largely responsible for the high 
rate of tax delinquency will be eliminated. 


Public Control of Land Subdivisions 


The excessive subdivision of land in the 
Pines raises the question as to why the 
public authorities have permitted private 
individuals to subdivide land without any 
regard to actual needs. The Pines, of 
course, are not unique in their lack of ade- 
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quate measures for public control. Many 
cities, and especially the municipalities on 
the fringes of large cities, have been with- 
out adequate measures of control; and, as 
a result, such cities have large areas of 
excess subdivided land. In the general vi- 
cinity of Camden, New Jersey, and also 
throughout the metropolitan sections of 
North Jersey, are thousands of acres of 
surplus subdivided land. The situation 
around the cities in New York State 
might be cited as representative of most 
American cities." 

With control of subdivision left to the 
discretion of local authorities, it is not 
surprising that the officials in the Pine 
Area townships have not passed ordi- 
nances to meet the situation adequately. 
These officials are usually rural citizens 
who perform their duties on a part-time 
basis. In many instances, a subdivision is 
underway before the local officials are 
aware of the nature of the activities being 
carried on. Furthermore, it was not until 
1912° that a law was passed giving muni- 
cipal authorities the power to control land 
subdivision. This law provides for the ap- 
proval of subdivision maps but this pro- 
cedure has consisted primarily in the ac- 
ceptance of the plan of streets. Approval 
of maps, however, did not mean that the 
streets and roads shown thereon were 
transferred to the municipality, and for 
this reason many officials in rural munici- 
palities saw no immediate harm in auto- 
matically approving a subdivision map 
without any special investigation. The 
law did not give local officials positive 
planning powers; and, furthermore, no 
provision was made for the enforcement 
of the law. In 1924 a law was enacted 
~ Phillip H. Cornick, “Premature Subdivision and 


Its Consequences,” New York State Planning Coun- 


cil, 1938. 
5 Secs. 46:23-1 through 46:23-11, New Jersey Rev. 


Stat., 1937. 
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providing for a penalty if lots were sold 
prior to official approval of the subdivision 
map, but it proved so unpopular that it 
was repealed the following year.® 

Subdividers have sold thousands of 
lots even in the municipalities where of- 
ficial local approval has not been given. 
Ample evidence of this exists in the many 
deeds filed at the county recorders offices. 
A resolution passed at one of the town- 
ship meetings illustrates the ease with 
which many subdivision maps have been 
approved. It states: 


“April 21, 1913. Map known as Prosperity 
Park, property owned by the Independent 
City Building Company, New York City, 
approved and ordered filed. Map known as 
Map of Chatworth Park, property owned 
by the Avon Heights Improvement Com- 
pany of New York City, approved and or- 
dered filed.” 


The land in these subdivisions never pos- 
sessed any of the characteristics requisite 
to successful development and consequent- 
ly such land is now mostly abandoned by 
the owners. 

Under the Municipal Planning Act of 
1930, municipal government bodies are 
enabled to appoint planning boards whose 
duties include the preparation and adop- 
tion of a master plan for the physical de- 
velopment of the municipality.2° When 
the master plan has been adopted, no 
streets, parks, public buildings, or other 
public structures may be constructed until 
their location, character and extent have 
been submitted to the planning board for 
approval. The governing body may also 
authorize the planning board to adopt 
subdivision regulations and to pass on 
plat maps showing new streets. The law 
also states that no plat of a subdivision of 

*Ch. 73, p. 145, Public Laws, 1924. Ch. 124, 


p. 347, Public Laws, 1925. 
Secs. 40:55-1 through 40:55-21. 
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land showing new streets or highways 
may be accepted for filing by the county 
clerk until approved by the planning 
board. The penalty for transferring lots 
in unapproved subdivisions is $100 per 
lot and sale by metes and bounds does 
not exempt the transaction from the pen- 
alty. Thus, municipalities adopting a mas- 
ter plan may exercise strict regulation 
over new subdivisions. 

Municipal governing bodies in the 
Pines, by their own efforts and by em- 
ploying temporary technical aid, could 
prepare a master plan to be used as a guide 
in the control and guidance of subdivi- 
sions. The plan could be used also to give 
help and guidance in regard to state ac- 
quisition of land. It is not necessary for 
rural townships to set up a formal type of 
planning organization. The Township 


Committee could do its own planning by 
employing temporary technical aid. The 
scope of the job could be rather limited 


and still be sufficient to handle the type of 
problems which exist. 

The municipal planning law can be 
effective only if the municipalities are 
willing to make use of its provisions. With 
more than 50 municipalities in the Pine 
Area section of the nine South Jersey 
counties, it is difficult to see how it will 
be possible to develop a unified policy for 
the area as a whole, as long as policy de- 
termination remains with local control. A 
partial solution to this problem lies in the 
County Planning Act passed in 1935." 
Under this Act the board of chosen free- 
holders in a county may create a county 
planning board whose duties it is to make 
and adopt a master plan for the physical 
development of the county. The Act does 
not confer administrative authority on the 
County Planning Board. The work of the 


™ Secs. 40:27-1 through 40:27-11. 
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Board is primarily advisory and its suc- 
cess, therefore, depends upon the ability 
of its members to sell ideas to the munici- 
pal boards. 

New Jersey needs a law similar to the 
California Real Estate Act in order to 
cope effectively with the land subdivision 
problem in the Pines. California was 
plagued by a multitude of spurious real 
estate subdivisions and found it necessary 
to enact legislation for the protection of 
the buyers and the state. The California 
law provides that, before any sales can be 
made, the Real Estate Commissioner must 
inspect the subdivision,’ examine its cir- 
cumstances and issue a report outlining 
the elementary facts that an intelligent 
buyer presumably would want to know. 
The report is made public and the sub- 
divider or his agent must place a copy of 
the report in the hands of the prospective 
buyer before legal title to the land can be 
transferred. After the issuing of such a 
report, it is unlawful for the subdivider to 
change the set-up of such offering without 
first notifying the Real Estate Department 
in writing. Although the Real Estate 
Commission, in extreme cases, has the 
power to prohibit sales, the purpose and 
intent of the law is primarily to acquaint 
the otherwise uninformed buyer concern- 
ing the true facts in the case. 

If New Jersey had a law similar to the 
one in California to supplement the pres- 
ent planning laws, many of the unsound 
subdivisions in the Pines and elsewhere 
in the state would never get under way. 
The land in many subdivisions in the 
Pines would be unsalable if the purchaser 
had correct representations concerning the 
capabilities of the land or the general de- 


* A subdivision, as defined by the California law, 
is land divided for sale, whether immediate or fu- 
ture, into five or more lots or parcels. California 
Real Estate Act, Sec. 20a. 
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sirability of the location. With such a law, 
sales would not take place until the pro- 
spective buyer had had time to at least 
read the report prepared by the state au- 
thority. 

The administration of such a law would 
be fairly simple. All that is required is 
that no transfer shall be legal unless the 
purchaser shall have been given oppor- 
tunity to read the report. If these condi- 
tions have not been fulfilled, the buyer 
would be able to recover from the sub- 
divider. Moreover, the subdivider and his 
agents would have their business licenses 
revoked and would be criminally liable if 
illegal transactions occurred.* 


Cleaning up the Debris 


New Jersey has not only the problem of 
controlling future subdivision but also 
that of consolidating the ownership of the 
many abandoned 'ots in defunct and par- 
tially developed subdivisions. Laws must 
be enacted which will make it possible for 
municipalities to acquire title to tax- 
forfeited land at less cost than is now pos- 
sible. Such legislation would be of great 
benefit to the metropolitan municipalities, 
with their many abandoned lots, as well as 
to the municipalities in the Pines. The 
in rem system of foreclosure offers the 
best possibilities of clearing title to tax- 
forfeited lands. The theory of the in rem 
procedure has been found constitutional 
by the United States Supreme Court" 
and has been enacted into law in the states 
of New York, Oregon,’® Michigan,'” 
and Arkansas."® 


“It would be well to revise the New Jersey real 
estate law so as to require subdivision owners to 
have a license. At the present time only salesmen 
and brokers handling property for others are re- 
quired to have a license. 

*Supreme Court. Liegh v. Green, 193 U.S. 79 
(1903). 

* Title 3, Chapter 692 P.L., 1939. 


The chief advantage of the in rem action 
over the usual in personam action is that 
it eliminates the lengthy and costly title 
search as all of the properties sold at tax 
sale pass through the court in a group, 
thereby saving time and expense in the 
court procedure. Also, the period elapsing 
from the time the property is sold at tax 
sale to the time that clear title is decreed 
is considerably shortened.’® 


An alternative to the in rem foreclosure 
system would be the adoption of a statute 
limiting the time within which tax title 
may be attached and also a statute requir- 
ing that certain conditions be met, such as 
the payment of back taxes and the value 
of unexhausted improvements, before ju- 
dicial action could be taken to contest tax 
titles. As a result, the marketability of 
tax titles in the hands of municipalities 
would improve, the interests of the pur- 
chaser—whether the state or private in- 


dividual—would be protected, and a foun- 


Sec. 110-901 through 110-926, compiled laws of 
Oregon. 

7 Secs. 7.104 FF, Annotated Statutes of Michigan. 

Secs. 8711-20 FF, Pope Statutes of Arkansas, 
Chapter 423, P.L., 1941; Chapter 115, P.L., 1935. 

* In rem foreclosure in New York State operates 
in the following manner and serves to illustrate this 
type of action. On the first day of May each year 
the tax collector files with the county clerk a list of 
tax liens unpaid for at least 4 years and held by the 
tax district. The list briefly describes each parcel 
(lot and block number on a map filed in the county 
clerk’s office is sufficient), gives the name of the last 
known owner, and states the amount of tax arrears, 
interest, and penalties against each property. Notice 
of the foreclosure is published twice a week for 6 
weeks by 2 newspapers in the tax district. The 
notice is also mailed to the last-known owner. 

If the last-known owner desires to redeem his 
property, he must notify the attorney for the tax 
district within 20 days after the date published as 
the last day of redemption. If the owner fails to an- 
swer, his right of redemption is barred forever. The 
court makes a final judgment, awarding to the tax- 
ing district clear title to any parcels described in the 
list and not redeemed. 

» Based on the Report, State Legislation for Better 
Land Use, U.S. Dept. of Agr., April, 1941, pp. 74-87. 
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Statutes limiting the time and condi- 
tions under which tax titles may be at- 
tacked would not have the advantage of 
court sanction to the tax title that could 
be secured under an in rem law. How- 
ever, tax title holders would be protected 
because their equity would be safeguarded. 
The possibility of lawsuits would be lim- 
ited to a relatively short period and within 
that period would be restricted to cases 
where the former landowner made ade- 
quate provision to recompense the tax 
title holder. 

The situation in Brown’s Mill, New 
Jersey, can be used to illustrate how a 
township could consolidate the many 
abandoned lots in subdivisions into fewer 
private ownerships or into public parks if 
marketable title could be obtained cheap- 
ly. (Figure IV) In this particular devel- 
opment about one-third of the 33,000 lots 
have been abandoned for taxes. Most of 
the abandoned and unimproved lots are 
located in sections A and B, a consider- 
able distance back from the waterfront. 
However, many choice lots have been 
abandoned also in the desirable sections 
near the water. The sections indicated as 
“C” are the only ones adapted to private 
development. If the township could take 
title cheaply, it would be possible, by an 
exchange process, to work out a desirable 
pattern of land ownership. Large blocks 
of land not adapted to private develop- 
ment could be consolidated into public 
ownership and developed into parks, pic- 
nic sites and riding trails. Getting aban- 
doned lots in the desirable sections back 
into active private ownership would en- 
courage the construction of many addi- 
tional summer cabins. Both the individ- 
uals and the township would benefit by 
such a land policy. Individuals interested 
in building would have more desirable 
sites and the township would experience 


an increase in assessed values as well as 
ridding the tax books of undesirable lots 
which will never yield any tax revenue. 


Conclusion 


The Pine Area of New Jersey, like oth- 
er major areas in the country, is one that 
is characterized as having a long history 
of chronic land problems. The use made 
of the land by many of the owners is not 
in accordance with its use capabilities ; nor 
are the proceeds from the land sufficient 
to pay all carrying costs. Tax delinquency 
and land abandonment, therefore, are in- 
evitable. In order to get the land into its 
best use, it is necessary to improve the 
legal and administrative process by which 
much of the land may be transferred to 
public ownership, and to effectuate a low- 
ering of the tax costs and prevent misuse 
of the land remaining in private owner- 
ship. In many of the rural problem areas 
of the United States corrective programs 
must center around the alternatives by 
which the man-land ratio might be ad- 
justed. These alternatives take the form 
of publicly sponsored population migra- 
tion to other areas, or the creation of new 
or increased non-farm employment oppor- 
tunities within the area. In the New Jer- 
sey Pines it is not necessary to have pub- 
lic programs to assist the population in 
obtaining employment elsewhere. The area 
is so close to the main centers of the na- 
tion’s commercial economy that the peo- 
ple involved have ample opportunity of 
seeking alternative employment. That has 
been the experience in this area. In fact, 
most of the individuals involved realize 
their mistake shortly after purchasing 
their plot of land and write off the loss at 
once, or at most, merely pay taxes for a 
number of years. The need here is for 
public control measures to break the cycle 
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of continuous population migration in and 
out of the area, and to prohibit the use of 
the pine land as a means by which un- 
scrupulous individuals may relieve others 
of money that could well be used else- 
where. The solution of the land-abandon- 


ment and subdivision problem in the New 
Jersey Pines should be much easier to at- 
tain than the readjustment of the man- 
land ratio in areas like the Appalachians, 
the Ozarks or the Cut-over Region of the 
Lake States. 











Urban Land Department 











Occupancy of Housing in War-Production 
Centers 


HE material upon which the following 
observations are based consists of the 
findings of 29 sample surveys of housing 
occupancy in war production areas, These 
surveys were the first 29 of a larger survey 
program covering about 120 cities where 
housing conditions are considered to be cri- 
tical. The areas covered in the 29 surveys 
are not necessarily those localities where the 
most serious housing problems exist. The 
field work for the surveys was conducted 
during August, 1942, by the Current Sur- 
veys Section of the Bureau of the Census. 
The cities included in this group range in 
population from 5,400 to 1,623,000. Twelve 
of the cities are below 50,000; 6 fall between 
50,000 and 100,000; 7 range from 100,000 
to 500,000; and 4 are over 500,000. It is 
probable that the data made available by the 
surveys are reliable to a high degree, but 
the small size of the sample of cities limits 
generalization from the following analysis. 
Some indication of the difference between 
the universe sampled and all urban areas 
may be noted in the fact that for 1940 the 
vacancy rate of the sample was approximate- 
ly 13 per cent lower than the ratio for all 
urban areas, 4.1 per cent as compared with 
4.7 per cent.1 Over-crowding, on the other 
hand, was less prevalent as of this date in 
the localities comprising the sample than in 
all urban areas. Using the usual standard 
of 1.5 or more persons per room to designate 
an over-crowded dwelling unit, the Census 
reported 4.7 per cent of all occupied units 
in the sample as over-crowded, as compared 
with 5.8 per cent in all urban areas. 

Not only do the surveyed areas differ 
from all urban areas but they also differ 
from the other war production areas to some 
extent. Recent vacancy surveys of 15 other 


*Total vacancies, including those not for sale or 
for rent. 


war production areas show an average va- 
cancy ratio of 1.8 per cent as compared with 
1.0 per cent in the selected sample surveyed 
for occupancy. The significance of these dif- 
ferences may not be great, but they warn of 
some probability that the selected war pro- 
duction areas investigated here are not nec- 
essarily representative of other war produc- 
tion areas nor of all urban areas. 

It was noted that the sampled areas en- 
tered the war production period with some- 
what lower vacancy rates than characterized 
units in all urban areas. By the time of the 
occupancy surveys in August, 1942, vacan- 
cies for the 29 areas were very low, having 
dropped over 70 per cent from an average 
of 3.7 per cent in April, 1940, to 1.0 per 
cent. Over-crowding, which was relatively 
low in 1940, increased by about 25 per cent, 
from an average of 5.4 per cent to 6.8 per 
cent in households of all races. However, 
in individual cities over-crowding did not 
necessarily increase as vacancies decreased. 
A scatter diagram of the percentage change 
in vacancy ratios plotted against the per- 
centage change in over-crowding in the 29 
areas showed an almost complete lack of 
correlation. Nine areas actually showed a 
decrease in crowding, in spite of the fact 
that in 7 of them vacancies decreased 60 to 
95 per cent. 

The static picture as of August, 1942, 
shows a corroborating lack of relation be- 
tween current vacancies and such measures 
of intensity of use as over-crowding, average 
persons per room, average amount of space 
left for future in-migrants, and unused bed- 
rooms. 

It is to be concluded that declining vacan- 
cies, under the pressures of war-time pros- 
perity and in-migration, have not been ac- 
companied by increasing intensity of use of 
the housing stock. This phenomenon may 
possibly be explained by the effect of focal 
prosperity which enabled many families to 
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undouble or to secure more adequate quar- 
ters. Furthermore, as long as habitable va- 
cancies were available, they were absorbed 
by in-migrants with little pressure toward 
crowding into dwellings already occupied. 
Again, the increased demand for space 
brought additional units into the market 
through conversion and new construction. 
In the absence of an economic necessity for 
crowding, on the part of both residents and 
in-migrants, there may have been a strong 
tendency for the newcomers to find separate 
quarters even though inconveniently located. 
Thus, as vacancies reached a minimum, 
housing market areas were extended into 
peripheral zones with a concomitant in- 
crease in commuting. It is probable that 
where intensity of use did increase, it was 
primarily the result of in-migrants without 
families finding rooms and not the result of 
any considerable sharing of dwellings by 
more than one family. 

A further speculation concerns the signi- 
ficance of the vacancy ratio. As the ratio 
declines, the residual vacancies consisting of 
units held off the market, the uninhabitable 
dwellings, and those units momentarily va- 
cant between occupancies, increase as a pro- 
portion of all vacancies and the vacancies 
representing a true surplus decline corre- 
spondingly. This fact decreases the signi- 
ficance of results obtained in relating va- 
cancy changes which approach the minimum 
with changes in the various measures of in- 
tensity of use. 

It has been found that housing shortages, 
as evidenced by very low vacancy rates, are 
not necessarily reflected in more intensive 
use of occupied units as a whole. Nor does 
the evidence indicate that any particular 
segment of the occupied units,? such as over- 
crowded units, tends to vary in size or in 
the intensity of use of the dwellings as va- 
cancies decrease. Scatter diagrams showed 
an almost complete lack of correlation be- 
tween vacancy ratios and the percentage of 
units over-crowded, the percentage with 0.75 
or less persons per room, the average per- 


* Because of the considerable difference in size of 
dwelling and size of household between Negro and 
white-occupied units, the investigation of occupancy 
was limited to white-occupied units in order to keep 
the data more comparable for Northern and South- 
ern cities. 


sons per room in over-crowded units, and 
the average persons per room in units with 
0.75 or less persons per room. 

In the war areas sampled, the degree of 
use of occupied units appears to be a highly 
variable and complex phenomenon. Thus it 
was found that an increase in the proportion 
of over-crowded units did not necessarily 
lead to a more intense use of such units, as 
measured by average persons per room, al- 
though a small degree of correlation was evi- 
dent. Nor was there any correlation between 
the average persons per room in over- 
crowded units and the average in units with 
0.75 or less persons per room, contrary to 
the supposition that increasing density of 
use would occur in both types of units if it 
were occurring in the total supply. 

Increasing all-over density, as measured 
by average persons per room in all occupied 
units, was more clearly related to the den- 
sity of units with 0.75 or less persons per 
room than to the density of crowded units. 
This fact must be viewed in light of the fact 
that over-crowded units comprise a relative- 
ly less important part of the housing supply 
than less crowded units. In the localities in 
the sample, an average of about 6 per cent 
of the dwellings were over-crowded, 28 per 
cent contained 0.75 or less persons per room 
and 66 per cent fell in the middle group. 
The influence of this distribution is modified 
by the fact that the average number of per- 
sons in each of the crowded units was al- 
most four times as great as the average in 
units with 0.75 or less persons per room. 

The complete lack of correlation between 
density of use in over-crowded units and 
units with 0.75 or less persons per room is 
difficult to explain. It is possible that differ- 
ential physical characteristics of the units or 
differential family-size characteristics in 
these extremes may have some bearing on 
the problem. The localities sampled were 
not necessarily homogeneous in all social 
and economic characteristics. Some may 
have been localities characterized by rela- 
tively large dwelling units in both extreme 
segments of the supply with large or small 
families at one extreme; other localities may 
have had large or small families at both ex- 
tremes and relatively small-sized units. Some 
investigation of room sizes and household 
sizes in over-crowded units, as compared 
with average units, has been made but the 
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problem of comparing the extremes remains 
to be solved.® 

One of the purposes of the surveys of 
occupancy was the determination of the 
amount and nature of additional space re- 
maining in the war areas. It was assumed 
for purposes of this analysis that units with 
an average of less than 0.75 persons per 
room have potential usable space for in- 
migrants, and that these units could house 
enough additional persons to bring their av- 
erage density up to 0.75 persons per room 
without undue crowding. In general, this 
potential space was found largely in units 
containing 7 or more rooms and the amount 
of surplus space was well-correlated with 
the number of unused bedrooms per occu- 
pied dwelling unit. Over-all density of use, 
as measured by average persons per room, 
was closely correlated with the amount of 


*See Residential Chicago, Ch. III, “Related Hous- 
ing Characteristics,’ Chicago Plan Commission, 
1942, pp. 199-246. 


potential usable space in a community. Thus 
it is possible to use the average persons per 


room as the basis for approximating the 


number of additional single in-migrants who 
can be accommodated in a community with- 
out raising the average persons per room in 
the units concerned above 0.75. 

In summary, the analysis of the survey 
findings indicated that pressure on a local 
housing supply as measured by vacancy ra- 
tios will not necessarily be reflected in the 
degree of crowding and in greater average 
density of use of occupied units; that in- 
creasing all-over density is generally re- 
flected in the proportion of crowded and 
under-used units and in their densities; but 
that the two extreme segments of the supply 
-—namely, the over-crowded and the under- 
used—do not show any concomitant varia- 
tion in density. 


BERENICE B. LAPIN 


Associate Housing Economist 
National Housing Agency 


The Mortgage Market - Today and After 
World War I 


WICE since the close of World War I 

the building industry has been called 
upon to set the wheels of economic recon- 
struction in motion—in 1919-1922 and again 
in 1933-1934. In both instances the chal- 
lenge was met, although three or four years 
elapsed before results came up to expecta- 
tions. This time, after the war ends, will 
the construction industry aided by the mort- 
gage market be able to meet the challenge in 
a shorter period than previously ? 

In 1922, before the radio industry had 
been born and before the low-priced auto- 
mobile production had hit its full commer- 
cial stride, hopeful eyes were turned toward 
the construction industry to pull us out of 
the doldrums which followed the post-war 
collapse of industrial production. In 1934, 
with national bankruptcy and _ starvation 
staring us in the face, it was not on the basis 


of hope alone but on a deliberately planned 
program that the construction industry was 
put in harness to pull us out of the Great 
Depression. 

Therefore, it does not require any con- 
siderable visionary powers to foresee that 
after World War II—the third time within 
a generation—the gauntlet again may be 
thrown to the construction industry to 
revive our economic system. Will the re- 
lapse come on the day following the sign- 
ing of the armistice, a year later, or ten 
years later? To answer this requires pro- 
phetic powers not given to man, but it seems 
safe to expect, if historical precedents can 
be relied upon, that a relapse will occur. 

Will the construction industry be ready 
when the time comes? The engineer wil! be 
called upon to answer this question in terms 
of the kinds and qualities of the materials to 
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be used and the construction methods to be 
followed in building the house of tomorrow. 
The cost accountant will be called upon to 
determine the cost of construction and the 
price for which the house can be sold. But 
it is the job of the financial economist to 
analyze the availability of funds to finance 
the production and the sale of properties, in 
other words, to analyze the construction loan 
and mortgage markets. Such an analysis can 
best be made by comparing the conditions 
which prevailed in 1920 and 1933-1934 with 
present conditions. 

The dependence of our real estate market 
on construction loans and mortgage financ- 
ing is generally recognized. It is estimated 
that at least 80% of newly constructed, 
single-family houses have had part of the 
purchase price financed by mortgages.’ 
Therefore, without adequate funds and a 
sound mortgage market the construction in- 
dustry could not meet the challenge. 

This article is confined to the residential 
mortgage markets of the three periods— 
1919-22, 1933-34, and 1943. The observa- 
tions regarding the mortgage market after 
this war are premised on the conditions as 
they exist now. Obviously, a long and dis- 
astrous war, even though victorious, might 
so drain our capital markets and load our 
economy with such a tremendous permanent 
tax burden that little funds would be avail- 
able for home financing. Consequently, the 
best we can do is to diagnose today’s market 
conditions on the assumption that the war 
will end shortly and compare them with the 
two previous periods. Should the war end 
tomorrow, will the mortgage market be able 
to finance a revival of residential construc- 
tion? That is the question, the answer to 
which we will seek in a comparative analysis 
of historical developments since World 
War I. 


*A sample study of Real Property Surveys con- 
ducted in 1938-1940 in 100 localities shows that 80% 
of owner-occupied, single-family, residential struc- 
tures built in 1935-1940 were mortgaged. Inasmuch 
as some of these houses were one to five years old, 
and hence as a result of amortization and prepay- 
ment the mortgage encumbrance may have been 
liquidated, and since it excludes rental properties, 
it is believed that the above 80% is an understate- 
ment of the proportion of newly constructed urban 
residential properties requiring mortgage refinancing. 
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The Real Estate Financing Market 
of the Early 1920's. . 


Recollections, supported by examination 
of contemporary literature, bring to mind 
the acute and critical housing shortage dur- 
ing the last war. New construction had come 
almost to a complete standstill during the 
latter part of the war. The demand for shel- 
ter in cities skyrocketed when the soldiers 
returning home sought employment in in- 
dustrial communities—where wages were 
still high—instead of returning to the vil- 
lages and farms. Vacancies in some cities 
were practically non-existent. In fact, doubl- 
ing up of families reached proportions that, 
in the opinion of the authorities, threatened 
the health of the community. The American 
Health Association, an association of the 
commissioners of the boards of health of the 
largest cities, in a letter? addressed to Sena- 
tor Calder by the late Senator Copeland, 
then Commissioner of Health of the city of 
New York, stated: 


“The entire housing problem is so urgent and its 
danger so imminent that decisive and immediate 
action is imperative. We beg of you to lose no time 
in finding a remedy for the conditions that threaten 
the lives of our people and the stability of our 
Government.” 


However, new construction was not forth- 
coming very rapidly. The revival of the 
construction industry was the main concern 
of the above-mentioned Select Committee of 
the Senate. 

It was not until 1922, four years after the 
armistice, that residential construction really 
got under way. The slowness of the con- 
struction industry to meet the huge demand 
was attributed to many factors, non-finan- 
cial as well as financial. Newspapers, trade 
journals, employers and employees in the 
building trades, and others attributed the de- 
lay to a railroad system which had bogged 
down and was unable to make prompt de- 
liveries of materials, or to restrictive prac- 
tices of certain labor groups, or to price-fix- 
ing of trade associations, or to unreasonable 
building codes, or to various other factors. 
The particular cause selected by each indi- 


? Report of the Select Committee on Reconstruc- 
tion and Production, Senate Reports, 66th Congress, 


- third session, pages 10 and 11. 
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vidual depended to a great extent on his 
prejudices and biases. But the one cause 
that nearly all agreed upon was the virtual 
cessation of the flow of capital into the con- 
struction loan and mortgage markets. The 
drying up of the mortgage markets prevailed 
throughout the country—North, South, East 
and West. 

In this connection, Otto Kahn, the head 
Kuhn, Loeb & Company, one of the out- 
standing investment houses, testifying in the 
Calder Committee hearings,® said: 


“T think all that is needed here is to enable the 
builder to get his money, to get the flow of capital, 
to set the flow of capital in motion again which is 
now clogged and dammed; set it in motion again, 
and if it can not be set in motion under the existing 
circumstances quickly enough by private enterprise, 
I do believe that it is up to the States and cities to 
see that the means are forthcoming if there is no 
other way.” 


Similar statements were made by witnesses 
throughout the country, in Cleveland, Birm- 
ingham, Des Moines, Indianapolis, Boston 
and Baltimore. 

Opinions as to the reasons for clogging 
varied. But that it was clogged in 1920 was 
evident. The principal source of large-scale 
financing, namely, guaranteed real estate 
certificates and bonds (which, according to 
estimates, accounted for 34 of all mortgage 
financing in New York City), had withered 
to one-half of its former volume. When 
analyzed, mortgage recordings in Manhattan 
during the first six months of 1920 consisted 
almost entirely of refinancing of old debts. 
Actually, in this period the amount of mort- 
gages satisfied and discharged exceeded the 
estimated new money entering the mortgage 
market. 

As indications of the tightness of the 
mortgage market, data on rates of interest, 
bonuses, and discounts being paid at this 
time are presented. First mortgages on 
50% of the value running from three to five 
years were being quoted nominally at 6% 
in New York, 614% in Des Moines, 7% in 
Cleveland and Indianapolis and, according 
to the Treasurer of the Metropolitan Life 
Insurance Company, as high as 12% in some 
of the western states. In order to procure 


*U. S. Reconstruction and Production Hearings, 
Senate Resolution 350, p. 216. 
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such mortgage loans, either an extra bonus 
was paid to the lender or his agent, or a 
discount was deducted from the net pro- 
ceeds advanced. In Baltimore, bonuses of 
214% to 5% were being charged on short- 
term construction loans. In New York it 
was reported that on a $1,000,000 mortgage 
the institution advanced to the borrower 
only $900,000—a 10% discount. And cases 
were reported where mortgage proceeds 
were paid, in part or in entirety, with Lib- 
erty Bonds, then selling around 85—a 15% 
discount. 

As for second mortgages, which often 
accounted for 25% to 30% of value (up to 
40% of the mortgage debt), the effective 
rate approached almost fantastic heights. In 
Cleveland, one-year loans bearing 6% nomi- 
nal rate of interest were subject to a 10% 
discount. In Des Moines, 5% commission 
was being charged in addition to an 8% 
interest rate, and in Boston, one of our prin- 
cipal financial centers, bonuses as high as 
20% were being charged. 

Such were the financial conditions con- 
fronting the construction industry after 
World War I. What were the causes? The 
reasons given were many, a few of which 
are summarized below. 

Competition of other forms of invest- 
ments—particularly of short-term securities 
—was one of the most important causes. 
Although few investors were aware of it at 
that time, financial institutions and private 
individuals were still financing the specula- 
tive war boom in commodity prices destined 
to collapse shortly. During this period, high- 
er rates of interest prevailed on short-term 
obligations than on long-term ones. Stand- 
ard Statistics’ published average yield for 
60- to 90-day time loans for 1920 was 8.0% 
and for 4 to 6 month prime commercial pa- 
per was 7.37%. Moody’s average yield for 
40 long-term investment bonds was 6.94%. 
These were the days, looking in retrospect, 
of high interest rates. In the scramble for 
high-yielding securities, foreign exchange 
speculation, and purchases of luxuries, mort- 
gage loans, with their return fixed, were left 
far behind. 

A second reason, significant to wealthy in- 
dividuals and estates, was the flight of in- 
vestment capital into tax-free securities to 
avoid high income taxes. The sharp in- 
creases in income tax rates in 1917 and 
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again in 1918, within five years of the pas- 
sage of the first federal income tax law, had 
a decided effect: on the investment habits of 
wealthy individuals and managers of estates. 
Prior to the passage of the federal income 
tax law in 1913 and until 1917, while the 
tax rate was still small, a large part of many 
of the big estates—Marshall Field’s and 
Hetty Green’s, among others—had consisted 
of residential. mortgages. But with income 
taxes as high as 73% of net income, fixed- 
income investments that were taxable were 
no longer attractive. The Treasurer of the 
Metropolitan Life Insurance Company testi- 
fied that one estate of $15,000,000 of mort- 
gages netted, after income taxes in 1919, 
1.63% on its investment; and the Marshall 
Field estate netted 1.15%. Consequently, it 
was not surprising that administrators of 
estates shied away from new commitments 
in mortgages and that in some cases they 
liquidated their holdings and sought haven 
in state, municipal and other tax-free bonds. 

To make matters worse for mortgage in- 
vestments, the size of the tax-free bond mar- 
ket had broadened enormously during the 
war years. It was estimated that tax-exempt 
bonds during the short span of the war had 
increased from $4 billion to $14 billion. 
Mortgages could not compete for the wealthy 
individual’s money against the high yields 
of 514% to 6% or more prevailing on tax- 
exempt bonds. 

The third reason was that some of the 
lenders had little or no faith in the per- 
manency of the price structure of the day 
and, although they were few, their with- 
drawal from the market decreased available 
mortgage funds. Construction costs between 
1913 and 1920 in various parts of the coun- 
try had doubled and in some places had in- 
creased 214-fold. 

The fourth reason was the lack of banking 
facilities. National banks and other mem- 
bers of the Federal Reserve System were se- 
verely restricted in the type of real estate 
loans which they could make. Such loans 
on non-farm properties could not exceed a 
one-year maturity, had to be within a 100- 
mile radius of the bank, and in aggregate 
could not be in excess of % of its time de- 
posits or 25% of its capital and surplus. As 
for construction loans to finance the builder 
during construction, the building and loan 


associations were the principal institutional 
source. However, the resources of the build- 
ing and loan associations were, small. To 
supplement these resources it was the prac- 
tice of the associations to borrow from com- 
mercial banks; but in 1920 the rate on 
short-term collateral loans had risen so high 
that it was unprofitable for the associations 
to borrow. Besides, the commercial banks 
were loath to make collateral loans to build- 
ing and loan associations because the mort- 
gage collateral was not eligible for redis- 
counting at the federal reserve banks. 

As a result of these four major financial 
causes, neither the construction industry nor 
the home purchaser could meet promptly the 
challenge of housing shortage and industrial 
unemployment. It was not until four years 
after the armistice, beginning with the year 
1922, when yields on other investments had 
returned to a more comparable basis with 
mortgage loans, when income taxes had 
been reduced, when economic conditions 
throughout the country had been rectified, 
and when construction costs had declined, 
that the building program got under way. 


The Mortgage Market 
of the Early Thirties 


A series of devastating economic quakes 
inaugurated by the collapse of the stock 
market boom in 1929 left the real estate and 
mortgage markets completely demoralized. 
As a result of the collapse in market values 
of most forms of wealth, with the slowing 
down of our economic machine, and unem- 
ployment reaching staggering proportions, 
defaults and mortgage foreclosures threat- 
ened the solvency of many and the liquidity 
of some of our financial institutions. Nothing 
short of heroic measures could stop the ca- 
tastrophic consequences, the most important 
specific relief, from the standpoint of home 
owners, being the passage of the Home 
Owners’ Loan Act. Quickly organized, 
within a short time the HOLC had refi- 
nanced $3 billion of distressed home mort- 
gages. Not until this salvage job had been 
carried well toward completion could plans 


“In 1924 the federal income tax was sharply re- 
duced, e.g., on a net income of $100,000, the federal 
income tax was approximately 40% below the 1920 
level. 
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be made to put the construction industry 
into harness again to pull us back to firm 
ground for the second time since World 
War I. 

In the latter months of 1932, previous to 
the organizations of the HOLC, the Federal 
Home Loan Bank System had been set up 
as a mortgage rediscounting organization to 
serve principally the building and loan asso- 
ciations. This in itself was not sufficient. 
Before the construction industry really could 
get under way, a new credit instrument was 
needed to take the place of the discredited 
guaranteed mortgage certificate, upon which 
such a large part of the real estate financing 
had depended in the twenties. The answer 
was the insured mortgage instrument. With 
this as a basis, state enabling legislation was 
passed to permit greater participation by 
banks and insurance companies in home 
mortgage financing. At the same time, by 
liberalizing the national banking laws and 
the Federal Reserve Act and by setting up 
the RFC Mortgage Company and later the 
Federal National Mortgage Association, 
new channels for financing construction 
loans and mortgages were opened up. 

In view of the recency of the period, a few 
highlights on the mortgage market condi- 
tions from 1931 to 1935 will suffice to bring 
this historical analysis up to date. 

Cash was at a premium; all other forms 
of wealth were being sacrificed at a dis- 
count. Bank failures, bank runs, personal 
and corporate bankruptcies, liquidation of 
investments were the order of the day. 
Mortgage financing of new construction was 
a rare occurrence. 

As a barometer to measure the shrinkage 
of new construction financing, we can take 
the estimates of dwelling units built annu- 
ally. In comparison with the peak of 930- 
000 units built in 1925 and with the annual 
average for the period from 1922 to 1929 of 
approximately 800,000 units, only 254,000 
were estimated to have been built in 1931, 
134,000 in 1932, 93,000 in 1933, 126,000 in 
1934, 221,000 in 1935.5 The average for 
the 5-year period was 166,000 dwelling units 

er annum. In comparison with the 1922- 
1929 annual average, 1931-1935 annual av- 


*Bureau of Labor Statistics’ estimates of non- 
farm dwelling units built. 
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erage represented a decline of approximate- 
ly 80%. 

With lenders pressing for reduction of 
mortgage obligations and borrowers facing 
foreclosure and eviction, effective rates of 
interest on refinancing became whatever the 
market would bear. Second mortgage funds 
had disappeared almost completely from the 
market and, in view of the fact that a large 
majority of sales required second mortgage 
financing,® sales of existing properties and 
new construction stopped almost completely. 

Whereas the mortgage market in the 
early 1920’s was described as being clogged, 
the mortgage market of the early 1930’s can 
best be described as completely demoralized 
and paralyzed. 


Out of this chaos and stagnation, first by 
the salvage operations of the Home Owners’ 
Loan Corporation and then by the combined 
operations of the Federal Housing Adminis- 
tration and the Federal Home Loan Bank 
System, the mortgage market, beginning 
with 1935, was restored to a firm founda- 
tion. Refinancing of outstanding straight 
mortgages with amortized mortgages has 
proceeded since 1935 at a satisfactory rate. 
And, before the United States entered 
World War II, the volume of financing of 
new construction, particularly on small 
homes, was comparing favorably with the 
best years of the twenties. In fact, single- 
family construction in 1941, when 613,000 
units were reported to have been built, ex- 
ceeded that of any year in the twenties. 


The Mortgage Market of Today 
and Tomorrow 


Any predictions, as well as plans, of the 
post-war American economy should be pre- 
faced by a statement of assumptions as to 
the length of the war and the resultant drain 
on our resources. The supply of mortgage 
funds will depend, among other factors, on 
the level of taxes, the tax rate structure, the 
competition of federal, state and foreign 
governments, as well as that of corporations, 
for new funds, and the degree of inflation 


°It was reported in the Pacific Coast Survey made 
in 1932 by the Committee on Finance of the Presi- 
dent’s Conference on Home Building and Home 
Ownership that 70% of all sales required secondary 
financing. 
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in construction costs. The demand for mort- 
gage funds will depend on the demand for 
new housing, which in turn will depend on 
yolume of employment, location of indus- 
tries, and the relationship of wages to rents 
paid by tenants and to monthly payments 
paid by owners. 

The best we can do is to diagnose present 
conditions, project them into the future on 
the assumption that the war will be of short 
duration, and compare them with past mort- 
gage market conditions and past perform- 
ance. On this basis, will the mortgage mar- 
ket be prepared to take care of the require- 
ments of a revitalized construction indus- 
try? 
"at the present and during the past 3 or 4 
years, the institutional demand for residen- 
tial mortgages, particularly those insured by 
the FHA, has been far in excess of the sup- 
ply. In some localities, premiums of 2% to 
4% are being paid to sellers of insured 
mortgages by institutions purchasing them. 
A comparative resumé of mortgage market 
conditions now, in the early twenties, and 
early thirties reveals the following facts. 

(1) Comparative Yields. The disadvan- 
tageous disparity between yields on mort- 
gages and other types of investments which 
was sO pronounced in 1920 no longer exists. 
Comparatively speaking, the net yield on 
mortgages at present is as good as the yield 
on investments of comparable risk. 

(2) Income Tax Exemption. In accord- 
ance with the Public Debt Act of 1941, fu- 
ture United States Treasury issues are no 
longer exempt. Although state and munici- 
pal issues are still exempt, according to all 
indications, these will probably become 4 
smaller proportion of the nation’s long-term 
debt structure as time goes on. As the out- 
standing tax-exempt U. S. Treasury bonds 
are refunded and no new tax-exempt issues 
are sold by the Treasury, the size of the tax- 
exempt market will decline absolutely as 
well as relatively and the competition of 
such issues for the funds of wealthy indi- 
viduals and of corporations will diminish. 

(3) Excessive Valuations. Although the 
other factors outlined in this resumé are an 
analysis of the current market, it is advis- 
able in all fairness to point to a possible 
future threat. Construction costs and values 
of existing structures may rise so rapidly 
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and so excessively that lenders may ques- 
tion the stability of such values, as some did 
in 1920, and refrain from lending. This is 
the chief threatening obstacle that may ma- 
terialize and retard the activity of mortgage- 
lending. 

(4) Second Mortgage Financing. The 
elimination of second mortgages by the pop- 
ular acceptance of the single, FHA-insured, 
80% to 90% mortgage has broken the de- 
pendence of the new construction and re- 
sale markets on second mortgage financing. 
No longer does the present or prospective 
home owner have to fear a recurrence of the 
break-down, such as occurred in 1931 to 
1935, in this financing channel. 

(5) Construction Loans. Broadening of 
banking laws in 1934 has permitted the en- 
trance of national banks into the mortgage 
field and has thereby supplemented the funds 
that building and loan associations have 
available for financing builders during the 
construction period. 


(6) Greater Uniformity in the Mortgage- 
interest Rate Structure. Within narrow lim- 
its, the insured mortgage in itself, and as a 
competitive yardstick for uninsured mort- 
gages, not only has lowered the cost of bor- 
rowing but has leveled it out throughout 
the country. No longer does there exist a 
spread of 6% in one locality and 12% in 
another. 

(7) Foreclosures. No evidence is on hand 
at present of any threatened wave of fore- 
closures similar to that which hung over the 
mortgage and real estate markets in the 
early thirties. The financing of new con- 
struction and the refinancing of old mort- 
gages on an amortized basis have placed the 
outstanding mortgages on a sounder basis. 
The amortization of mortgages combined 
with the rise of values in recent years mini- 
mizes the danger of foreclosures. Further- 
more, the depressing effect that the threat of 
foreclosures might have on new mortgage 
money coming into the market is reduced 
considerably by the fact that $4 billion of 
mortgages are now insured by the FHA. 
Any foreclosures arising out of this group 
could be held off the market. By the powers 
of the National Housing Act and because of 
the present and projected actuarial condition 
of the Administration’s funds, such fore- 


_ closed properties could be withheld from the 
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market until such time as they can be sold 
in an orderly manner. 

(8) Rediscounting Facilities. Inhibitions 
that bankers might have had against financ- 
ing builders have been assuaged by making 
construction loans (of not more than 6- 
month duration and maturing within 90 days 
after discount) eligible for advances to mem- 
ber banks by the federal reserve banks. 
Moreover, designation of insured mort- 
gages as acceptable collateral for borrowing 
by member banks from the federal reserve 
banks, provision for members of the Fed- 
eral Home Loan Bank System to borrow 
from FHL banks on uninsured as well as 
insured mortgages, sale of insured mort- 
gages to the Federal National Mortgage As- 
sociation and to the RFC Mortgage Com- 
pany should go a long way to ease a credit 
shortage such as existed in the two previous 
periods we have examined. 

The above eight factors, which will in 
great part determine the post-war supply of 
funds for real estate financing, have been 
rectified to a great extent. Three of the 
above factors, specifically those discussed in 
paragraphs 1, 3, and 7, can be attributed 
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principally to the automatic market mechan- 
ism of competition. The remaining factors, 
however, can be attributed to the remedial 
measures enacted by the state and federal 
legislatures. Even though new problems wil! 
no doubt arise in the future, some of the 
past shortcomings have been corrected. 

Our review of the financial machinery re- 
veals that should the war end tomorrow, 
and priorities on materials and labor as well 
as rent restrictions be lifted (barring an ex- 
cessively rapid rise in construction costs), 
the construction loan and mortgage markets 
are ready to go into high gear in a compara- 
tively short time. Instead of the 3 or 4 years 
required to restore the flow of funds on the 
two previous occasions, the financial ma- 
chinery as we see it now can begin to oper- 
ate in a few months and adequately meet the 
requirements of home builders and home 
owners. 


Paut MatTHEW STONER 
Assistant Director 


Division of Research and Statistics 
Federal Housing Administration 


Post-War Planning of Land Use in New York City 


The November issue of this Journal contained an article on ‘Land Planning and 
Zoning for Yorkville.” It was the first of a series of articles being authored by Rosa- 
lind Tough, Hunter College, New York City, and Sophia M. Robison, Office of Ci- 
vilian Defense, Washington, D.C., on the general subject of ‘Toward Post-War 
Planning for Yorkville.” The second paper on “Yorkville, American Community 
and Melting Pot,” will appear in the August number. This will be followed by 
“Housing in Transition in Yorkville’ and “Post-War Housing Redevelopment in 


East Yorkville.” 

This series has proven to be very popular, as evidenced by the number of requests 
for reprints, as well as new subscriptions, which are coming in from persons and 
groups interested in that urban land use area. The Editor regrets the unavoidable 
delay in publishing the remaining articles in the series. 
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Effect of Land Purchase by FSA Standard Loan 
Borrowers on Agricultural Production 
in Northern Great Plains 


|B pracy G the past year many standard 
loan borrowers of the Farm Security 
Administration in the Northern Great Plains 
have encountered an increasing instability 
of land tenure. This situation has been 
brought about mainly by intensified compe- 
tion for land as a result of increased farm 
income. At first it was manifested by 
greater competition in leasing and later by 
increased activity in land buying and selling. 
Standard loan borrowers who have depend- 
ed upon a plentiful supply of land to lease 
have been more and more affected by this 
new situation. 

Standard loan clients in this region have 
been extremely vulnerable to displacement. 
In the first place, the majority of them op- 
erate as full tenants leasing from land own- 
ers who are primarily interested in the 
greatest annual net return without much 
concern for long-time planning operations. 
This is not conducive to rehabilitation which 
depends for success upon long-time stable 
tenure involving a planned series of opera- 
tions for the development of a farm or 
ranch unit up to its point of maximum 
efficiency. In the second place, most stand- 
ard loan clients are at a disadvantage in 
competing for land because their surplus in- 
come must be used to build up an equity in 
their operating capital and not as investment 
in land. Moreover, in competition for leas- 
ing they are handicapped because the amount 
of their operating capital is usually insuf- 
ficient to meet the requirements of the non- 
operating investors in land who prefer to 
lease to the large operators having a more 
complete and adequate line of equipment. 

Some standard loan borrowers who have 
been operating as full tenants have been 
forced to move once and even twice a year. 
As a result, much of their energy has been 
expended in moving rather than in produc- 


ing and furthermore, in cases where the 
move has been compulsory, they have gen- 
erally moved to inferior farms. Quite fre- 
quently, the borrower who was part-owner 
has been forced to buy some or all of the 
leased land in his operating unit to keep it 
intact. More recently, there have been a few 
who have acquired sufficient equity in their 
operating capital to warrant a move to more 
desirable, units. The latter have been volun- 
tary moves and attempts by more efficient 
producers to acquire better operating units 
or to move to other localities to avail them- 
selves of better public services. Of course, 
such moves are all to the good, providing 
operating capital has not been depleted in 
the purchase of land to such an extent that 
production is restricted. It is the latter with 
which we are much concerned at present, 
regardless of the reasons for the purchase. 

During the latter part of 1941 and the 
first two months of 1942, 99 standard loan 
borrowers in the states of Kansas, Nebras- 
ka, South Dakota and North Dakota pur- 
chased land. To appraise possible effects of 
such purchases on agricultural production, 
an analysis of 33 of these cases, selected at 
random, was made. Data and supplemen- 
tary information in the loan dockets of the 
borrowers on changes in tenure status and 
practices, size and location of operating 
units, adequacy of buildings and improve- 
ments, source of funds used in the purchase 
of land, and narratives submitted by the 
county rural Rehabilitation Supervisors were 
studied. 

Since most standard loan borrowers are 
full tenants, their security of tenure is in- 
creased by the purchase of land. In this sam- 
ple, 28 of the 33 clients were renting all of 
the land in their operating units, but after 
having bought land, 17 of them became full- 
owners and 11 became part-owners. Three 
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of the borrowers were part-owners prior to 
purchase. One of them became a full-owner 
and the other 2 bought an additional part of 
their operating unit. The remaining two 
clients were full-owners but their land was 
subject to foreclosure, and down-payments 
and refinancing agreements were made to 
redeem the property. The change in tenure 
status of the 33 clients, therefore, resulted in 
20 of them becoming full-owners and 13 
part-owners. 

In Kansas and Nebraska most of the 
standard loan borrowers who were tenants 
became full-owners but in the Dakotas most 
of them became part-owners. 

The average proportion of owned to rent- 
ed land was almost reversed as a result of 
land purchase. The average acreage owned 
by the 33 clients increased from 22 to 344, 
and the average amount of land rented de- 
creased from 430 to 133 acres, although 
considerable deviation from these averages 
occurred, however. Whereas all of the land 
in the operating units was owned after pur- 
chase by clients in Kansas, the average 
amount of land rented by the borrowers was 
269 acres in South Dakota and 80 acres in 
Nebraska. 

Little change in size of operating units re- 
sulted from land purchase. The average 
number of acres for all operating units in- 
creased from 452 to 477 acres. In Kansas 
the average number decreased from 205 to 
179, or 26 acres, while in the other three 
states operating units increased about 35 
acres. There were no changes in size of op- 
erating units in 16 cases, increases in 7, and 
decreases in 10 of the 33 operating units. 
Since most of the increases in size of units 
occurred in livestock areas, it is evident that 
the average increase would have relatively 
little effect on production. 

The changes in amount of crop and pas- 
ture land corresponded very closely to the 
changes in size of operating units. In 11 
instances there were decreases of crop land 
and increases of land in pasture, thus show- 
ing a tendency toward greater livestock pro- 
duction. This was particularly true in South 
Dakota where 5 of the 10 cases showed in- 
creases in pasture land and decreases in crop 
land, 4 showed no change, and 1 an increase 
in crop land. The average number of crop 
acres in the 33 operating units decreased 


from 201 to 199 acres and the average 
amount of land in pasture increased from 
181 to 208 acres. The average amount of 
land in all other uses, such as native hay, 
woodland, farmstead and waste, remained 
about the same. The change in land use, 
therefore, was relatively insignificant. 

Almost half of the borrowers buying land 
moved to new locations. Fifteen of them 
bought a part or all of an operating unit 
that was in another part of the community 
in which they lived. Although distances 
moved were not very great, the expense and 
time involved were handicaps that borrow- 
ers could ill afford unless compensated by 
acquisition of more productive units. Crop 
yield records indicated that there were very 
few moves that resulted in such acquisitions, 
however. The borrowers buying land in new 
locations were doing so voluntarily more 
often than those buying part or all of their 
present operating units. The latter were 
more often threatened by displacement, eith- 
er by foreclosure or termination of lease. 

In general, the records show that the av- 
erage set of buildings and improvements for 
all borrowers would be rated somewhere be- 
tween poor and fair in comparison to the 
average for the non-borrowers in the com- 
munity. Since 18 of the 33 borrowers buy- 
ing land did not move to new locations, 
there were, of course, no changes in kind 
and condition of the buildings and improve- 
ments. Although there was sufficient infor- 
mation in the dockets of the 15 borrowers 
who moved to different units to indicate that 
some sets of buildings and improvements 
were in poor condition, there were no re- 
quests for supplementary loans for addi- 
tional construction or to make repairs. It 
must be assumed, therefore, that buildings 
and improvements were adequate, at least 
for plans of operation in the immediate fu- 
ture. 

The sources of funds for land purchase 
were sales of livestock and grain, agricul- 
tural conservation payments and other mis- 
cellaneous kinds of income. Wheat was the 
principal grain sold, particularly in North 
Dakota where seven of the eight purchases 
were financed by the sale of wheat or the 
proceeds from wheat loans secured from the 
Commodity Credit Corporation. In 4 cases, 
agricultural conservation payments were 
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used as part of the down-payment to buy 
land and, in three instances, the clients se- 
cured funds from outside sources such as 
local banks and private lenders. Most of 
the land purchases in Kansas, Nebraska and 
South Dakota were financed by the sale of 
livestock. 

As a result of land purchases by these 33 
standard loan borrowers, little change in 
size of operating units or land use occurred ; 
however, with greater security of tenure and 
* the possibilities it offers for better farm or- 
ganization, livestock production should in- 
crease. The information available indicated 
that the livestock and grain sold to raise the 
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purchase money would have been disposed 
of in the normal course of operations and, 
according to the farm plan, the proceeds 
applied on the standard loan. In effect, 
therefore, there was a temporary postpone- 
ment of FSA loan repayments which gave 
clients a greater security of tenure, pre- 
vented displacement, and, in a few instances, 
prevented complete liquidation of the bor- 
rower’s assets. 


MILLARD SOLEM 


U. S. Bureau of Agricultural Economics 
Lincoln, Nebraska 


Tenure Status of New-Ground Settlers in Louisiana 


INCE 1930 approximately 4,000 fami- 

lies have established themselves on the 
cutover woodlands of the Upper Louisiana 
Delta.1 These pioneers are attempting to 
build permanent homes. Their tenure status 
is one measure of their success and by ten- 
ure status we mean the categories set up in 
Table I, arranged in the usual order of the 
agricultural ladder ascending from the wage 


*Every community of new settlers in Catahoula, 
Concordia, East Carroll, Franklin, Madison, More- 
house, Richland, Tensas, and West Carroll Parishes 
is represented in the group of 700 new-ground farm- 
ers interviewed in obtaining the information con- 
tained in this article. 


hand to owner-operator. However, in this 
area a few new rungs appear which are not 
found in other areas—the “option purchas- 
er” and the “clearing lessee.” 

According to a study made in 1941, 51% 
of the 700 settlers on new-ground farms 
tabulated in Table I were classed as owners. 
In addition to this 51% who had some 
equity in the land, an additional 9% had an 
option to purchase the tract upon which they 
lived. For all practical purposes, these two 
classes of settlers can be grouped together 
since owners generally have little equity in 
the land and in many instances do not have 
a deed. The average owner probably has 
not yet paid more than 10% of the purchase 


TaBLe I. TENURE STATUS OF SETTLERS ON NEw-Grounp Farms, 1941 








White 


Negro 





T 
enure Status Number | Per Cent 


Number 


Per Cent Per Cent 





Owner 311 56.0 
Option purchaser 48 8.6 
Cash renter 9 1.6 
Share renter 84 15.1 
Clearing lessee 10 1.8 
Cropper 73 13.2 
Wage hand 13 2.3 
Unclassified * 8 1.4 


45 31.2 50.9 
18 12.5 9.4 
9 6.2 2.6 
27 18.8 15.9 
2 1.4 1.7 
25 17.4 14.0 
4 2.8 2.4 
14 9.7 3.1 











556 100.0 














144 100.0 100.0 





“This category includes 13 
and 1 part owner, 


five-year lessees, 1 two-year lessee, 4 three-year lessees, 1 unqualified lessee, 2 standing renters, 
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TasLe II. TeENurReE Status, By Race, or 700 NEw-Lanp SETTLERS AT Last LOCATION 
Berore Movinc To THE NEw GrounpD 








White 


Negro Total 





aes Number Per Cent 


Number 


Per Cent Number Per Cent 








Owner 61 11.0 
Cash renter 29 5.2 
Share renter 176 31.7 
Cropper 169 30.4 
Wage hand 21 3.8 
Parents’ home farm 44 7.9 
Non-farm 43 7.7 
Unclassified * 13 2.3 


2 1.4 63 9.0 
4 2.8 33 4.7 
50 34.7 226 32.3 
62 43.0 231 33.0 
11 7.6 32 4.6 
7 4.9 51 7.3 
5 3.5 48 6.8 
3 2.1 16 2.3 














Total 556 100.0 


144 100.0 700 100.0 














* This category includes 7 clearing lessees, 2 standing renter3, 5 option purchasers, 1 manager, and 1 unknown. 


price and is in debt for the remainder. In 
other words, their hold on the land they 
operate is still a precarious one and some of 
them have already lost their owner status. 

Even including option-purchasers with 
owners, almost 40% of. the new settlers oc- 
cupied lower rungs on the agricultural lad- 
der. Share renters rank next in importance 
with 16%, croppers ranked third with 14%, 
and the remainder are cash renters, wage 
hands, and renters who either get all the 
produce for a stated period as compensation 
for clearing land or have some other ar- 
rangement with the owner. 

When Negroes are compared with whites, 
some important differences appear in their 
respective tenure status. Less than one-third 
of the Negroes are owners compared to more 
than one-half of the whites. In most of the 
remaining tenure categories there is a com- 
paratively higher proportion of Negroes 
than whites. 


Previous Tenure Status 


A general comparison of the present 
status of the new-ground farmers with their 
previous tenure status can be made by com- 
paring Table II with Table I. Table II in- 
cludes several other forms of status not 
found in the first table, such as “parents’ 
home farm,” “non-farm occupations,” and 
others including a few standing renters. It 
is noteworthy that whereas only 9% of this 
group of 700 farmers had been owners in 
their previous location, over 60% are own- 
ers or option-purchasers in the Louisiana 
Delta. In their former location, two-thirds 


had been either croppers or share renters; 
as new-ground farmers only 16% are share 
renters and only 14% are croppers. Before 
migrating to this area, about 7% had simply 
worked on the home farm, another 7% had 
engaged in non-farm occupations (princi- 
pally logging in the area now being cleared 
for farming), nearly 5% had been cash 
renters, 5% wage hands, and about 2% 
came from occupations noted in the footnote 
to Table II. 

However, when the figures are broken 
down by whites and Negroes, some marked 
divergencies appear. Whereas 11% of the 
whites had been owners before migrating to 
the new area, only 1.4% of the Negroes had 
owned farms. Cash renters were twice as 
numerous proportionately among the white 
as among Negro farmers ; but approximately 
equal proportions of the two groups had 
been share renters before moving to the cut- 
over Delta. More Negroes than white farm- 
ers had come from the cropper and wage 
hand groups, and more whites than Negroes 
came from non-farm occupations. One rea- 
son for this distribution may be found in 
the fact that a larger proportion of the 
whites came from the uplands where small 
owners are in greater numbers than in the 
old lands of the Delta from where nearly all 
the Negroes came. 

However, the two tables do not show the 
change in tenure status which a particular 
individual made in his migration to the new 
land. The chart shows the changes by indi- 
cating the shift from one tenure group to 
another. For instance, the 63 owners on 
“old land” did not all become owners on the 
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CHANGE OF STATUS ON THE AGRICULTURAL LADDER FOR 700 FARMERS WHO MOVED 
FROM OLD-LAND FARMS TO NEW-GROUND FARMS IN THE DELTA ° 


NUMBER AND NUMBER AND NUMBER AND 
STATUS ON STATUS ON STATUS ON 
OLD LAND NEW LAND NEW LAND 


(SUMMARY) 


356 





iliac 


33 66 


CASH OPTION 
RENTER PURCHASER 





226 18 


SHARE CASH 
RENTER RENTER 





231 Ua 


CROPPER SHARE 
RENTER 








32 | 12 


WAGE HAND CLEARING 
LESSEE 





St 98 


PARENTS' CROPPER 
HOME FARM 





48 17 
NONFARM WAGE HAND 





16 22 
UNCLASSIFIED UNCLASSIFIED 


J 


O = Owner Cr=Cash renter Cl = Clearing lessee W=Wage hand 
Op=Option purchaser Sr= Share renter C =Cropper U=Unclassified 
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“new land”; only 49 retained their former 
tenure status. The other 16 had become op- 
tion owners, share renters, croppers, and 
even wage hands by 1941. But 25 former 
cash tenants, 143 former share renters, 88 
who previously had been croppers, and 7 
former wage hands had become owners in 
their new location by 1941. Fifteen owners 
had come directly from their parents’ farm 
and 29 had previously worked at non-farm 
occupations or were listed among the “un- 
classified.” These 356 owners are brought 
together at the right hand side of the chart 
as a summary of all the movements to own- 
ership. 

The diagram enables the reader to trace 
the changes “up” or “down” on the tradi- 
tional agricultural ladder. It will be noted 
that progressively fewer of the new owners 
came from the lower rungs of the ladder. 
Apparently a shift from wage hand to own- 
er is too much of a step; only 1 out of 5 
made this change in status. On the other 
hand, nearly one half of the former croppers 
and 70% of former share renters are now 
owners or option purchasers. Others, while 
not arriving at ownership, nevertheless ad- 
vanced one or more rungs on the agricul- 
tural ladder, but the general tendency was 
to seek or accept a similar status in moving 
from the old to the new land. However, 
some moved “downward” as in the case of 
the 14 previous owners and as can be traced 
in the chart, for other tenure groups. The 
data show some differences between white 
and Negro settlers. A greater proportion 
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of the white settlers is in the higher tenure 
groups, both before and after moving to new 
land. 

It is significant that 67% of the white 
settlers of all tenure groups who came from 
the hills are now owners on the new land, 
compared with 57% of the former Delta 
residents. Twenty per cent of the Negroes 
from the hills have bought land in the Delta, 
while 30% of the former Delta Negro 
farmers are owners. 

In the combined sample of whites and 
Negroes, 60% of former upland residents 
are now owners, compared with 51% of for- 
mer occupants of old land in the Delta. This 
is perhaps a carry-over of the traditional 
beliefs or habits with regard to land own- 
ership in the minds of the respective groups. 
A larger proportion of the upland residents 
owned farms before coming to the new- 
ground and probably more of this group 
had money with which to develop the land 
or to make a down payment. 


Change in Tenure Status 


By classifying the 700 settlers by the year 
of arrival and by tenure status, it was pos- 
sible to note the relationship between the 
year of migration and their present tenure 
status. More than two-thirds of the fami- 
lies who moved to their new location in 1934 
are owners today, compared with only about 
one-fourth of those who settled in 1941. 
Only 5% of those settling in 1934 and who 
are still at the same location are croppers 


TaBLe III. Numper or NEw-LANpD SETTLERS WITH CROPPERS OR WaGE Hanps 
ON THEIR Farms, 1941 








Number 


Interviewed 
Tenure Status 


Number Reporting 
Croppers or 
Wage Hands 


Number Reported 





White 


Negro 


White Negro 


: 


Negro 








311 
47 
9 
84 
10 
74 
13 
8 


Owner 

Option purchaser 
Cash renter 
Share renter 
Clearing lessee 
Cropper * 

Wage hand * 
Unclassified 


45 
18 

9 
27 


2° 


25 
4 
14 


68 


© 


CONeE UP ATH 











Total 556 1 


44 
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* Croppers and wage hands are listed to show their relationship to other groups and to the total. 


cropper employed two wage hands. 


Furthermore, one white 





-nure 
») new 


white 
from 
land, 
Delta 
groes 
Delta, 
Negro 


; and 
idents 
f for- 
. This 
tional 

own- 
roups. 
idents 

new- 
group 
2 land 


ooorroow 


~ 


one white 


LAND RESOURCES DEPARTMENT 237 


TABLE IV. 


DISTRIBUTION OF NEw-GrouND FarMERs BY TENURE STATUS AND AGe, 1941 











Tenure Status = |_—— 


Age Groups 








50-59 





ial 


Owner vr 
Option purchaser 
Cash renter 

Share renter 
Clearing lessee 
Cropper 
Wage hand | 
Unclassified = 


0-19 | 20-29 2 30-39 


| 24 


= 7 


No. 
76 
10 

5 
23 
1 
13 
0 
2 
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130 


-_ 











today, but 26% of those moving onto new 
land in 1941 began there as croppers. The 
proportion of croppers, share renters, and 
wage hands has increased gradually between 
1934 to 1941 while the proportion of owners 
and cash renters has decreased. Many of 
the early settlers have already lost out in 
their attempt to become farm owners. In- 
stead of keeping up the annual payments on 
land, many have returned to the traditional 
and less burdensome share renting. 


Settlers with Croppers or Wage Hands 


That the first wave of settlers should be 
owners is the very nature of any frontier. 
Since the land is practically uncleared, there 
is no land to be had to rent on the usual 
share rent or cropper system because there 
is no crop to divide. Clearing lessees are an 
example of adjusting renting to a pioneer 
economy where land has to be clear before 
it is suitable for crops. However, as would- 
be owners failed in the new-ground area of 
the Delta, as new plantations were devel- 
oped, and as existing plantations increased 
their cleared land, there was a place for 
share renters, croppers and wage hands, 
That is why some of the 1941 migrants ac- 
cepted these forms of tenure rather than 
that of owner-operation which required some 
capital, annual payments and greater man- 
agerial responsibility. Even more interest- 
ing and significant is the fact that some pur- 
chasers of small cutover tracts have already 
enlarged their holdings and have become 
landlords on their own accord. They are 
hiring wage hands or are renting some of 
their land to tenants or croppers. 


Ninety (approximately 1 out of 8) of the 
new settlers interviewed have already em- 
ployed croppers or wage hands. In fact, 
there are 118 cropper or wage families on 
those 90 farms. A large majority of the 
tenants are croppers on white-owner farms. 
But, showing the extreme, even one cropper 
reported two wage hands. (Table III) It is 
not uncommon or incomprehensible for a 
new settler to clear more land so he can get 
a cropper. Perhaps this is a demonstration 
of the perfectly normal human character- 
istic of shifting the burden of manual labor 
to the other fellow! 

These forces, among others, point toward 
a gradual concentration of land in fewer 
ownerships. Current opinion of agricultural 
workers in the new settlement areas is that 
in 10 or 15 years the 40-acre farms will 
have been enlarged to 160-acre-or-larger 
tracts. Should this take place there would 
simply be a repetition on a smaller scale of 
the development of many of the long-estab- 
lished plantations in the Alluvial Valley. 


Age Distribution of Tenure Groups 


More new-ground family heads are be- 
tween 30-39 years of age than any other 10- 
year age group, but this age distribution 
varies some by tenure classes. As would be 
expected, the younger family heads (under 
30 years) are wage hands, croppers, or share 
renters in greater proportions than those 
over 30 years of age, which is another mani- 
festation of the operation of the agricultural 
ladder. (Table IV) Among the white set- 
tlers, 46% of those under 30 are share rent- 
ers, croppers and wage hands, compared 
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with 25% of those 30-49 years of agc, and 
29% of those 50 years and over. Negroes, 
on the other hand, do not follow this pat- 
tern. Only 24% of the Negroes under 30 
are share renters, croppers and wage hands; 
but 46% of those 30-49 years of age and 
36% for those 50 years and over, fall in 
these tenure groups. There is little evidence 
among the 144 Negroes in the sample that 
they have climbed the ladder as they ad- 
vanced in age. Of course, such correlation 
between age and tenure could not be ex- 
pected in a recently settled new-ground, but 


it is significant that the whites exhibit some 
tendency to be higher on the tenure ladder 
as they grow older. 


Joun E. Mason 


Agricultural Economist 
U. S. Department of Agriculture 


ALVIN L. BERTRAND 


Assistant Economist 
(On Military Leave from Louisiana State 
University) 


Selective Selling and Leasing of County Land 
in North Dakota? 


ELECTIVE selling and leasing of coun- 
ty tax deed land was made possible in 
North Dakota through legislative adoption 
of a “land use policy” law in 1941. This law 
declared that it is to the interest of the state, 
counties and other local taxing units that all 


+ This article deals primarily with one law used 
in the management of county land. Education as a 
means of promoting the desired land policy should 
not be overlooked. Legislation has a twofold objec- 
tive—one, to grant power to do a certain job, and 
two, to indicate the direction and form which a 
program should take. The latter objective is pri- 
marily educational in effect. The counties could 
have accomplished much the same results without 
the passage of the land use policy law discussed 
here. But boards of county commissioners were re- 
luctant to go ahead with a land management pro- 
gram until specifically informed that a sound land 
use policy was to the interest of everyone concerned 
and that county commissioners were thereby given 
the power to do the job. Even now, however, many 
county commissioners are reluctant to utilize the 
powers which are theirs to develop a land manage- 
ment program. Therefore, the value of an educa- 
tional program must not be underestimated. 

For further information on county land manage- 
ment in North Dakota, see Morris H. Taylor and 
Raymond J. Penn, Management of Public Land in 
North Dakota, North Dakota Agricultural Experi- 
ment Station Bulletin 312, 1942, and Roy E. Huff- 
man, “County Land as a Factor in. Adjusting the 
Agriculture of Western North Dakota,” Journal of 
Land & Public Utility Economics, November, 1942. 


agricultural lands be put to the best possible 
use, be operated by farmers who reside on 
the land, and be operated in units of suf- 
ficient size to ensure efficient management 
and operation.! It recognized that tax deed 
lands were being purchased by individuals 
who could not make efficient use of them 
and in many instances land was purchased 
on contract for deed with no intention of 
completing payment. In the interim between 
contract to purchase, and delinquency and 
eviction, the local government receives no 
revenue and the county has no control over 
the use of the land. 

County commissioners were, by this law, 
given discretionary power to assist in pro- 
moting the declared “land use policy” and to 
avoid the common abuses to tax deed lands. 
County commissioners may now refuse to 
sell or /ease agricultural land for three rea- 
sons: first, if in their opinion the person 
applying for purchase or lease will seriously 
impair the fertility of the tract purchased 
or of adjoining tracts ; second, when through 
sale or lease a tract will become a part of 
an agricultural unit which is either too small 
or too large to be operated in the best inter- 
ests of the community and the taxing dis- 
tricts and is apt therefore to result in the 


*Chapter 134 of 1941 Session Laws of North 
Dakota. 
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failure of the owner or lessee to pay taxes 
or rent upon the land; and third, where the 
sale of a particular tract by the county would 
reduce the value or marketability of adja- 
cent tracts owned by the county. County 
commissioners may classify county land as 
to proper use. In order to carry out the land 
management policy and to get information 
on which to base specific decisions, the coun- 
ty commissioners may require written ap- 
plications from prospective purchasers or 
lessees of county owned land. 

Since this land use policy became a law in 
North Dakota in 1941, many people have 
asked: “Are county commissioners making 
use of this proviso and power in managing 
county land?” If so, how far are they able 
to go in selective selling and leasing of coun- 
ty land, and what are the results of this 
management policy ? 

A number of counties having large acre- 
ages of tax deed land have used this land use 
policy law in the management of county 
land, particularly in those counties having 
difficulty in financing local governmental 
functions and in counties with serious land 
use problems. Sioux County’s land manage- 
ment program will be reviewed because it 
offers a good example of the adaptation of 
the land use policy law to meet a particular 
situation. County commissioners in Sioux 
County have adopted a land management 
program which includes selective selling and 
leasing of county land. This insures revenue 
for local government, stabilizes tenure and 
promotes proper land use. Other counties 
might profit by Sioux County’s experience 
by adapting a land management program to 
fit their particular needs.” 


Sioux County Situation Demanded 
an Aggressive Land Policy 


’ On March 1, 1940, approximately 70 per 
cent of all land in Sioux County was tax 
exempt and an additional 15 per cent was 
tax delinquent three or more years and 


*The county is located in southwestern North 
Dakota immediately west of the Missouri River and 
north of the southern boundary of the state. Most 
of. the publicly owned land in the county is grass- 
land. The county contains a considerable concen- 
tration of Indian land. Sioux County is used as an 
example because of its accomplishments in public 
land management. . 
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therefore subject to tax deed action. Sioux 
County’s task of financing local governmen- 
tal functions was unusually difficult because 
the total county taxable valuation was only 
slightly over a million dollars and taxes were 
delinquent on a large proportion of that 
valuation. Most of the 45,000 acres of land 
acquired through tax deed action by Sioux 
County in the fall of 1939 had not paid 
taxes for 10 to 15 years. This high propor- 
tion of delinquency was due to severe 
drought, depression, excessive taxes per 
acre, and lack of control over use of the land 
which had resulted in over-grazing and soil 


’ depletion. 


Coordination of Land Management Ac- 
tivities. The land management program in 
Sioux County was developed through the 
cooperation of the county commissioners, 
the Indian Service, the Cedar River Soil 
Conservation District, and the land use 
planning committees ; and it was initiated in 
the Soil Conservation District. All the op- 
erating units within the District were 
mapped in place. Each unit includes the 
land operated by or under the enclosure of 
an individual operator (whether or not it is 
leased or in private ownership) and in addi- 
tion, any land which the operator would, or 
should, include in his unit. The boundaries 
of the operating units are determined by the 
prior use of the land, the animal units owned 
by each operator, and the amount of land 
the operator owns or leases—usually called 
commensurate property. Conflicts over the 
boundaries of the operating units have thus 
far been overcome by discussions among 
the interested persons, the officials of the 
Soil Conservation District, and the county 
commissioners. Sioux County leased ap- 
proximately 40,000 acres of land to the Soil 
Conservation District which in turn sublet 
the land to the individual within whose op- 
erating unit the land was located. Other 
public land-owning agencies, including the 
Indian Service, agreed to lease land to the 
operators of the previously defined units. 
This procedure of defining operating units 
and giving the operator of a unit the prefer- 
ence in purchasing or leasing the public land 
within the boundaries of the unit has been 


* The Soil Conservation District was organized in 
May 1939, and embraces the western third of Sioux 
County and southwestern Grant County. 
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TABLE I. REVENUE FROM THE LEASING oF CouNTy LAND IN S1oux 
County, Nortu Daxora, 1940, 1941 anp 1942* 








Total Land 


Amount of Land Leased 


Rent Collected 





Crop Year Owned by To SC 


County * District 


To Other Per 
Farmers Total Acre 








| 
| Acres Acres 
1940 | 74,183 40,000 
1941 | 85,083 46,000 
1942 | 74.192 40,000 


Acres Dollars Cents 
34.183 7,283 9.8 
39,083 8,352 9.8 
34,192 7,487 10.1 











* Source: County records. 


» Practically all of the county-owned land was leased in 1940, 1941 and 1942. A few tracts of land outside of the Soil Con- 
servation District, however, were not leased but have been considered as leased in this table. 


commonly called the “Block Unit System.’* 
This system has been effective in controlling 
grazing, providing for restoration of de- 
pleted grasses, and developing of livestock 
water. Crop land which should be returned 
to grass and depleted grassland were entered 
in the Restoration Land Program of the 
A.A.A., under which the owner and the 
operator received reimbursement for reseed- 
ing and for otherwise managing the land to 
facilitate the regeneration of the native grass 
cover. The Soil Conservation Service sup- 
plied machinery and technicians to assist 
the operators in the development of stock 
water. This work, too, was mainly financed 
with soil conservation payments from the 
A.A.A. By pooling the soil conservation 
payments from the A.A.A., using the facili- 
ties of the Soil Conservation Service, and 
collectively establishing reasonable security 
of tenure on county and other publicly 
owned land, a job of rehabilitating the land 
and promoting better land use was accom- 
plished which could not have been done by 
the several operators individually. Further- 
more, unit operators obtained leases without 
competitive bidding, and Sioux County re- 
ceived revenue from land that had not paid 
taxes for 10 to 15 years. Land rent has been 
equivalent to 10 to 15 per cent of all taxes 
levied in Sioux County in each of the past 
three years. The revenue received from leas- 
ing county land for three years is shown in 
Table I. 


‘Programs similar to the Block Unit System have 
been used effectively in three nearby counties in 
South Dakota—Corson, Harding and Butte. 


The block unit system proved so success- 
ful in stabilizing tenure and controlling land 
use within the Soil Conservation District 
that a block unit system was developed for 
the balance of the county in the summer of 
1942 through the cooperation of county com- 
missioners of Sioux County and the Indian 
Service. The Indian Service will not lease 
to an individual unless he also leases the 
county land within the block unit ; and like- 
wise, Sioux County will not lease to an indi- 
vidual unless he also leases Indian land 
within the block unit. Under this arrange- 
ment, a much larger proportion of public 
land, particularly county land, is leased by 
the operator. The Indian Service is very 
effective in preventing trespass since it has 
free access to the courts and is not subject 
to local pressure influences. Hence, an oper- 
ator finds it difficult to lease key tracts of 
land and to use the surrounding land with- 
out legal control. Over-grazing is prevented, 
first, by issuing leases to those operators 
who do not plan to over-graze and second, 
by a clause in the lease which provides for 
cancellation if the land is over-grazed. 


Leasing Program Emphasized in Sioux 
County. County commissioners of Sioux 
County have been emphasizing the leasing 
program and are not anxious to sell all coun- 
ty land. Many people in the county are of 
the opinion that tenure and land use can be 
improved as much by an adequate leasing 
program as by the sale of public land. And 
in addition, the land will more adequately 
support local governments. In the past, pri- 
vately owned grazing land has usually been 
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over-assessed* with the result that consider- 
able quantities of grazing land would go tax 
delinquent, especially during periods of 
drought and low livestock prices. Also, be- 
cause of. this. over-assessment, operators 
would own only the key tracts and use sur- 
rounding land without cost. Over-assess- 
ment of low-grade land promotes improper 
land use.® It has been effectively demon- 
strated that if counties could have reduced 
their tax levies on grazing land in accord- 
ance with land income, more revenue would 
have been received and less expenses would 
have been necessary in taking tax deeds. 
So, until the problem of flexible tax levies 
is met, Sioux County will continue owning 
low valued grazing land. 

Sioux County has three different term 
leases. The one-year and five-year leases 
are made subject to sale as prescribed by 
law. These two leases are used primarily 
in the leasing of crop land. Grazing land is 
leased for a period of ten years, not subject 
to sale.’ The former tenant has first option 
to renew the lease if the land is not sold. 

Sales Controlled. Because all crop land 
and some grazing land has been leased sub- 
ject to sale by competitive bidding, the con- 
clusion might be drawn that an operator 
must always be prepared to buy the land to 
hold his operating unit or move if the land 
is sold to some one else. However, in prac- 
tice there seems to be little danger of evic- 
tion because of competitive sales for the 
reason that persons wishing to bid on cer- 
tain tracts of county land at the annual sale 
are required by the county commissioners 
to submit an application to buy prior to time 
of sale, as provided in Chapter 134 of the 
1941 Session laws of North Dakota. In this 
application, on a form prepared by the coun- 


*The State Board of Equalization is reluctant to 
accept a reduction in assessments. A letter recently 
addressed to Grant County by the Board indicated 
that if assessments were reduced to what farmers 
could afford to pay, local government could not per- 
form its functions. Consequently, it is very difficult 
to change assessments, though some counties have 
been successful in doing so. 

*Edward H. Tyner and Harry A. Steele, “The 
Reliability of Past Rural Assessments in Morton 
County, North Dakota, measured by soil produc- 
tivity ratings.” 

"Chapter 237 of 1939 Session Laws of North 
Dakota. : 
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ty commissioners of Sioux County, the per- 
son wishing to bid on county land must pro- 
vide the following information: (1) num- 
ber of acres in his farm or ranch unit, (2) 
intended uses of land for which application 
to buy is made—either grazing or cultiva- 
tion, and (3) number of head of livestock— 
cattle, sheep and horses—owned' by the ap- 
plicant.. The county commissioners then re- 
view this information to determine whether 
the applicant has a practical operating unit 
as prescribed by the land use policy law. 

It is very difficult for a person other than 
the operator of a block unit to demonstrate 
in his application a desirable farm or ranch 
unit unless he proposes to buy or lease the 
entire unit. Therefore, the county commis- 
sioners may refuse to sell the land. The 
commissioners may expect some difficult de- 
cisions where county land is adjacent to two 
or more operating units. So far, only a few 
applications to buy have been received from 
other than the block unit operators; conse- 
quently, the commissioners have had to re- 
fuse to sell a few tracts only where the bid- 
der could not demonstrate a practical work- 
ing farm or ranch unit. There has not been 
much competitive bidding at the annual sales 
because outsiders have known they could 
not show an acceptable working unit. For 
example, at the annual sale on November 
17, 1942, 4,960 acres of land were sold for 
a total of $14,261, or an average price of 
$2.88 per acre, and all of this land was pur- 
chased by unit operators. 

What do the people in the country think 
about this system? Most of the people are 
inclined to believe that it is the practical so- 
lution to the problem of controlling land use 
and stabilizing tenure, and that furthermore, 
the county and the school districts are ob- 
taining more revenue through leasing coun- 
ty land than they did from taxing the land. 
Those applications and bids rejected by the 
county commissioners naturally bring some 
bitter reactions but they fade when the bid- 
der’s intentions are shown to be “purely 
selfish” and to the detriment of the land and 
the community. 


Sound County Land Management 
is Feasible 


The land use policy law is a guide for 
managing county land by county commis- 
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sioners or appointed land managers. It also 
grants power to county commissioners to 
effectuate this declared policy. Prior to the 
passage of this Act, most county commis- 
sioners were inclined to feel that they did 
not have the power to accomplish the ob- 
jectives now set forth in the land use policy 
law. However, land use planning commit- 
tees were recommending that county com- 
missioners use discretion in selling and leas- 
ing county land; and many county commis- 
sioners have been and are now active mem- 
bers of land use planning committees. 

The land use policy law now gives county 
commissioners sufficient discretionary power 
to develop a land management program to 
fit the needs of their particular county. 
However, some county commissioners are 
still reluctant to use their powers and take 
the responsibility of using selectivity in sell- 
ing and leasing county land. 

In North Dakota county commissioners 
have been confronted with one particularly 
knotty problem in selling county land. A 
1939 law defines successors in interest and 
permits the former owners or their succes- 
sors in interest to redeem their land so long 
as it remains in county ownership and for 
30 days after sale to another individual. The 
redemption can be made on the basis of de- 
linquent taxes plus interest and penalties. 
Many persons thought the definition of a 
successor in interest would permit the holder 
of a quit claim deed to redeem land owned 
by the county. Hence, persons not related 
to the former owner obtained quit claim 
deeds for a nominal sum and proceeded to 
redeem the land the county owned or in 
some instances the land the county had al- 
ready sold. This practice defeats the objec- 
tive of the land use policy law. Ward Coun- 
ty, North Dakota, was confronted with this 
problem in 1941 and brought a test case 
before the district court. In the decision, 
Judge Lowe said, “ ‘Successor in interest’ 
as used in Chapter 238, Laws of 1939, does 
not include an assignee who had no interest 
in the property prior to the acquisition of 
title by the county.” Therefore, unless a 
person had an interest in the land at the 
time the county took possession, he could 
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not redeem the land. Furthermore, the de- 
cision pointed out that an interest in the 
land at the time the county took title gave 
a person a privilege to redeem but that priv- 
ilege could not be sold or traded to another. 
If county commissioners utilize Judge 
Lowe’s decision, they should not have dif- 
ficulty in meeting this situation. 

In conclusion: Counties following the de- 
clared land use policy have promoted proper 
land use, increased the productivity of the 
land through controlled use, provided great- 
er security of tenure (and like Sioux Coun- 
ty) have obtained considerable revenue from 
both the leasing and sale of county land. 
While the block unit system is an integral 
part of Sioux County’s land management 
program, some other counties have devel- 
oped successful land management programs 
without the use of the block unit system. 
The block unit system simplifies the selec- 
tion of prospective buyer or lessee because 
the county commissioners have a more clear- 
cut basis for their decision to sell or lease 
county land to a particular individual. 

Where land is owned by several public 
land agencies, a successful land management 
program is contingent upon the cooperation 
of these agencies to achieve a specific goal. 
The success of Sioux County’s land manage- 
ment program may be attributed largely to; 
(1) the efforts of local people to plan and 
develop a program through their land use 
planning committees and their soil conser- 
vation district, (2) the cooperation and 
agreement between the public land-owning 
agencies, especially the county and the In- 
dian Service, and (3) the financial and tech- 
nical assistance from government programs 
such as the A.A.A. and the Soil Conserva- 
tion Service. The result is an excellent ex- 
ample of the way local people, action agen- 
cies of government and technicans can join 
hands to work out a desirable land manage- 
ment and land development program. 


Morris H. Taytor 


Associate Agricultural Economist 
Bureau of Agricultural Economics 
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A Rationing Rate Structure 


fan typical rate structures hitherto 
adopted by both privately and publicly 
owned electrical utilities aim at the achieve- 
ment of a minimum per unit cost by attain- 
ing a maximum output and a maximum 
utilization of existing capacity at any given 
time. Hence, rates tend to be promotionai 
and to reduce the price charged to the cus- 
tomer in some proportion to the increase 
in his energy consumption. Moreover, rates 
discriminate among consumer classes in 
favor of those who use more off-peak ener- 
gy and thus foster a greater utilization of 
the existing capacity. 

Such rate structures directly reflect the 
technical conditions under which electrical 
utilities operate, namely, decreased unit cost 
with increased total output and greater utili- 
zation of capacity in off-peak times. Furth- 
ermore, they purport to allocate the cost of 
service in such a way as to let each customer 
pay the share of joint cost which could have 
been economized if he were not served. The 
reasonableness of these rate structures, 
which are supplemented by fixed charges of 
all kinds, can hardly be disputed as long as 
the aim of price differentiation remains pro- 
motional; and customer price should be as 
proportional as possible to customer cost. 

However, if an increase in residential per 
customer consumption is not called for, eith- 
er because existing capacity is fully utilized 
at the peak and further expansion is not con- 
sidered desirable or because it is advisable 
to devote more capacity to non-residential 
consumption, another type of rate structure 
is possible. Although quite different from 
the typical ones now in use, such rates can 
also be made to cover total cost and a “fair 
return” on capital. 

A limitation of residential energy con- 
sumption at this moment is undoubtedly de- 
sirable in many areas where, for reasons of 
priority for war production, it is not con- 
templated that public utility facilities be ex- 
panded. Indeed, in the face of such limita- 
tion, more energy than before may be 


needed in these areas for industrial use or 
for a suddenly increased population due to 
war needs, 

Such a situation poses a problem of ra- 
tioning which may be considered as having 
two relevant faces: (1) the limitation or re- 
duction of consumption; and (2), the ap- 
portioning of existing supplies in a manner 
considered preferable and more adequate to 
the situation created by this limitation. 

This distribution should give results dif- 
ferent from those which the automatic set- 
ting of prices equating demand to supply 
would have. In normal situations, the equi- 
librium pricing system is considered to be 
the most advantageous. In emergency situ- 
ations, however, which result from a tem- 
porary “exogenous” scarcity, whenever the 
supply of a good which is considered so- 
cially important becomes particularly in- 
elastic, rationing may be instituted. With- 
out rationing, profits would rise without 
inducing increased production, while that 
part of the population which has inadequate 
purchasing power would be unable to exert 
an economic demand sufficient to supply its 
physical need for goods in accordance with 
a minimum standard of necessity. Indeed, 
without regulation the price of any goods 
may skyrocket—and it would become un- 
obtainable for a regulated price without 
rationing because it would be hoarded or 
speculators would buy it. In the case of elec- 
trical energy, the available supply would be 
consumed by “first come: first served.” To 
obviate such situations, the government re- 
sorts to rationing. 

The object of government intervention is 
to insure to each consumer a share of the 
given supply, the size of which is determined 
by his possession of buying power as a 
premise only, and which is limited in favor 
of all others who possess enough buying 
power to pay the regulated “just” price. 
Thus, in such an emergency, considerations 
of social justice lead to a result differing 
more than usual from what would have been 
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the results of a pricing system resting upon 
greater formal freedom of choice in con- 
sumption. 

"What rationing system could be applied 
to the residential consumption of electrical 
energy? It is obvious that technical condi- 
tions would make any rationing in the usual 
sense extremely inconvenient. In the first 
place, one may reduce the number of exist- 
ing installations for every user. This would 
not guarantee to have the desired effect be- 
cause the remaining installations could be 
used more intensively than before. More- 
over, it would involve a costly method of 
surveillance and would result in permanent 
damage. Furthermore, what criterion could 
be applied for such a reduction of installa- 
tions ? 

As a second alternative, one might regu- 
late the time at which energy may be used. 
The inconvenience of such a procedure is 
obvious. Energy is needed most at the peak 
hours and, at other hours, saving would 
have little sense. Also, the adjustment of 
individual needs to such a regulation would 
create a great number of problems resulting 
in waste of labor or time. Finally, one 
might allow every consumer to have only a 
certain amount of energy. But to make such 
a regulation effective, special meters, as well 
as other technical devices, would have to be 
installed to effect a blackout after a certain 
amount of energy had been consumed. Ob- 
viously, this is both inconvenient and im- 
practicable at the moment. 


The same technical difficulties which ren- 
der the usual systems of rationing inappli- 
cable to electrical utilities may make pos- 
sible the achievement of the two above- 
mentioned purposes of rationing by a dif- 
ferent method of pricing. Rationing by 
means of pricing implies that certain funda- 
4mental weaknesses and advantages of the 
‘pricing system, as it functions in a society 
‘with unplanned distribution of income, will 
be retained. Thus, under the proposed 
scheme, one feature of rationing—the limi- 
tation of consumption—will not be absolute 
because some consumer groups may have 
little elasticity of demand ; nor will the other 
feature—the distribution of existing supply 
—he ideal. But we believe that, on the whole, 
the advantages will be greater than the 
weaknesses. 


The widely used block rate in all of its 
modifications charges the highest per unit 
price for the first block, with unit prices de- 
creasing in every successive block. Fre- 
quently, the first block is the smallest and 
the volume of the blocks increases until the 
“excess” block of unlimited volume is 
reached. Some kind of minimum charge may 
be added to, or be combined with, the first 
block. Thus, the large consumer is auto- 
matically favored, as compared with the 
small consumer, The rate promotes greater 
consumption per consumer by following the 
diminishing unit cost principle. 

The rate structure which is herein pro- 
posed would invert the present one. The 
lowest price would be charged for the first 
block and the unit price would be increased 
for every successive block. The sum of the 
first two blocks should correspond to the 
average consumption of an average low- 
income family in the area. If an actual 
shortage of energy already exists, the sec- 
ond block—and thereby the average con- 
sumption—could be reduced in volume or 
increased in price; or one might even sub- 
divide the first block. Part of the charges 
in the first block may eventually be used as 
a minimum charge in order to eliminate un- 
economically small users. The unit price of 
the successive blocks should increase sharp- 
ly ; and for greater differentiation, the blocks 
eventually should decrease in volume. “Ex- 
cess” should be sold at a relatively high, if 
not prohibitive, price. Only consumption 
exceeding the average should fall into this 
large “excess” block. In fact, the price for 
“excess” consumption may well be consid- 
ered as a penalty. 


This rate structure, by awarding the low- 
est price to the smallest consumer, eventu- 
ally will tend to reduce both the total resi- 
dential consumption and, more sharply, the 
consumption of the heavy consumer. The 
great advantage of the pricing system—the 
securing of automatic valuations through 
the pull of prices (and vice versa)—would 
be retained. The actual effects of the adop- 
tion of this scheme will depend on the vol- 
ume of the energy blocks one wants to cut 
and their relative and absolute prices. It 
would be futile to fix these without knowing 
the value of variables, such as the number 
of actual and potential customers, the quan- 
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tities consumed by groups, the total supply 
to be rationed, the total actual demand, the 
total “need,” the cost at average, maximum, 
and other levels of output, etc. 

The average consumer could use the av- 
erage amount of energy (the socially de- 
sirable amount) at the average cost of pro- 
duction, with rate blocks arranged.so that 
the average consumer would use a quantity 
corresponding to the sum of the first two 
blocks, while the small.consumer would use 
a quantity within the limits of the first 
block:., The loss of income from smaller con- 
sumers should be compensated by increased 
income from heavier consumers.. If. demand 
should prove particularly inelastic and the 
price increase should not effect a reduction 
of consumption, the scheme may result in 
higher profit for the utilities, though this 
does not seem probable. These profits could, 
of course, benefit the public by the reserva- 
tion of adequate funds to be utilized, not for 
rate reduction now but for business expan- 
sion and rate reduction after the war. 

This rate structure not only would be 
anti-promotional but also would be contrary 
to the cost-allocating principle. The feature 
of “anti-promotionality” finds its justifica- 
tion in the exigencies of the present emer- 
gency. The revised cost-distributing prin- 
ciple can be justified if the electrical utility 
is not considered simply as an ordinary bus- 
iness—one which covers cost and a fair re- 
turn by charging prices proportioned to cost 
—but as a public service as well which is 
paid by charging the users of electrical ener- 
gy proportionally to their “ability to pay” 
(insofar as it 1s measured by their con- 
sumption of energy) and to the intensity of 
their demand. It may be conceded that low 
income and low constimption of electricity 


do not always coincide and that heavy con- 
sumption may not always correspond to a 
high income. Nevertheless, it-will hardly 
be disputed that the revised cost-distributing 
principle more nearly corresponds to taxa- 
tion principles than the one now in use. 
The burden thus would be shifted in great 
part to the larger residential consumer al- 
though his additional consumption admitted- 


_ly reduces the average or unit cost. He 


would not pay the cost but the value of the 
service to him. The scheme herein proposed 
could ‘be made to work for other ends than 
rationing, once the present emergency 
passes. Indeed, if blocks are adequately cut 
and priced, it may still be promotional in 
effect while achieving certain ends deemed 
desirable ; e.g., increasing total energy con- 
sumption through charging marginal cost 
prices to small consumers having higher de- 
mand elasticity without incurring a deficit. 

The proposed change in rate structure 
would bring about a shift in the sources of 
utility income from the different income 
classes but need not affect the general level 
of rates or total income. We are concerned 
here merely with the distribution of cost; 
that is to say, with the sources of income 
which will be affected by our scheme. Any 
rate structure may or may not yield a cost- 
covering income. This depends, not on the 
structure, but on the actual prices set, 
though the rate structure might affect out- 
put. But cost can always be equated to in- 
come by modifying the rate level, if output 
is not so low as to require prices higher 
than the traffic will bear. 


Ernest R. MELAMERSON-VANDENHAAG 


University of Pennsylvania 


Public Utility Financing in the First Quarter of 1943 


TOTAL public utility offerings in the 
current quarter amounted to only $29 
millions as compared to $195 millions in 
the first quarter of 1942 and $418 millions 
in the first quarter of 1941. This is the 
smallest quarterly volume of record in this 


series. The same trend is noted in the vol- 
ume of capital flotations for other indus- 
tries, There has not been a utility preferred 
stock issue since September, 1942. The pres- 
ent inactivity is more noticeable if the num- 
ber of issues is compared for the different 
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Tasce I. NuMBER OF Pustic UTILITY 
Security Issues 





~ | Long-Term 
Year and | Bonds Offered 


oan Publicly | Privately 


Preferred 
Stock 








1941 
Ist 1 
2nd 
3rd 
4th 


1942 
1st 
2nd 
3rd 
4th 


1943 
1st 


27 
33 
12 
23 
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quarters rather than the dollar volume. Ta- 
ble I summarizes the number of issues by 
quarters for the period from 1941 to date. 

The decline in amount of public utility 
financing which began in 1942 is indicated 
in the data shown above and has been dis- 
cussed in the preceding issue of the Journal. 
The data for the current quarter indicate 
that this trend is continuing. 

The single long-term issue sold publicly 
in the first quarter was issued in March at 
an offering yield of 2.85%. This issue is 
shown in Table III. Underwriters’ commis- 
sions and incidental expenses were not out 
of line with previous issues under the com- 
petitive bidding system. There were 3 long- 
term bond issues sold privately. The James- 
town Telephone Corporation’s first mort- 
gage issue was the only one for which data 


TABLE II. SUMMARY AND ANALYysIS oF Pusiic Utitiry Lonc-Term Dest 
IssuES OFFERED PRIVATELY, First Quarter, 1943 
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Rate 
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Company & Issue 
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Offering 
Price 
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Maturity 
Date 
(D) 


Month of 
Offering 
(E) 
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Jo Jo 


Jamestown Telephone Corp. 


First Mortgage 

Lynn Gas & Electric Co. 
15 year notes 

Washington (D.C.) Gas Light Co. | 
First Mortgage 


3 $1,000,000 


2,500,000 
4,750,000 


1967 
1958 


1963 


January 
February 


March 


97.50 








Total 


$8,250,000 














3.15 





8 Data not available 
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Public Service Co. of 
New Hampshire 


First Mortgage 3% 














% % % % 


84 87 























on the offering price were available. This 
issue was offered to yield 3.15%. 

It is difficult to draw conclusions from so 
limited a sample. The cost of public utility 
long-term capital does not appear to have 
increased to any great extent. The war con- 
tinues to be a dominating influence in re- 
stricting the flow of new securities. 


R. G. DupDLey 
Statistician 
Public Service Commission 


of Wisconsin 
W. H. Evans 
Assistant Rate Analyst 
Public Service Commission 
of Wisconsin 
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Research Guide on Cooperative Group 
Farming. By Joseph W. Eaton and Saul 
M. Katz. New York: The H. W. Wilson 
Company, 1942. pp. 86. $1.00. 


This document forms not only a conveni- 
ent classification of most of the literature on 
the subject of cooperative farming but also 
a workable listing of cooperative farming 
experiments and communities, both past and 
present. As such, the Guide should be use- 
ful to graduate and undergraduate students 
and their instructors; to research workers 
in agricultural economics, rural sociology, 
and related fields; and to persons connected 
in one way or another with agricultural ad- 
ministration and education. In addition to 
the classified lists of cooperative farming 
communities and literature pertaining to 
them, it also includes a list of American or- 
ganizations, agencies and persons interested 
in, or concerned in some way with coopera- 
tive group farming. There is also a compila- 
tion of bibliographies on related subjects. 
The authors are staff members of the Rural 
Settlement Institute. 

The general subject of cooperative group 
farming is one on which considerable con- 
troversy and irrational thinking exists. Co- 
operative farming has been praised, and cri- 
ticized, considerably beyond the point sub- 
stantiated by the actual facts of perform- 
ance. The scarcity of scientific literature on 
the subject is reflected in the bibliography. 
Most of the literature listed gives the case 
either for or against this type of farming 
operations. As a matter of fact, very few 
studies of cooperative farming communities 
have been made from a purely objective and 
scientific point of view and consequently few 
are listed in this publication. 

Cooperative group farming is defined by 
the authors as “an association of a number 


of families who jointly operate a large farm. 


and its related enterprises and who share 
the returns of their group effort equitably.” 
The communities and literature listed, how- 
ever, are not restricted to the narrow field 
indicated by the above definition. The se- 
lection of subject matter covers all types of 
community experiments where one or more 
farming activities are engaged in coopera- 
tively by the members of the community. 
This breadth of subject matter covered 
should not be considered to be a weakness 
of the bibliography but rather as a strong 
point. If ever any comprehensive and ob- 
jective studies of cooperative rural commu- 
nities are to be made, such studies will for 
completeness need to cover the whole range 
of different types of cooperative farming. 
While the authors have restricted their defi- 
nition of cooperative group farming to a 
“pure” type, it is well that their selection 
of literature and references was not limited 
by their definition of the field. 

In additon to the reference lists which 
make up the bulk of the publication, this 
Research Guide also includes a provocative 
preface by Edward A. Norman, President 
of the Rural Settlement Institute, and a 
short narrative section by the authors in 
which they present a list of what they call 
potential advantages of cooperative group 
farming. The list given is incomplete and 
inconclusive. However, the authors make 
no claim that the list is comprehensive. 

Their list of potential advantages of co- 
operative group farming purport to be rea- 
sons why cooperative group farming is su- 
perior, from the standpoint of national aims, 
to other methods of economic organization 
of farm production and farm living. To 
make this comparison, it is necessary to 
have some notion of other known or poten- 
tial methods of organizing agricultural pro- 
duction. While the authors do not present 
any alternative concepts, it appears that they 
assume that the potential advantages listed 
are advantages of cooperative group farm- 
ing over the whole field of possible alterna- 
tives. 
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The world has witnessed many changing 
methods of organizing agricultural produc- 
tion and farm living. Moreover, the major 
public controversies in agricultural policy 
today revolve around this major question: 
What is*to be the future pattern for the 
organization and structure of our farm 
economy? The family-type, family-sized, 
owner-operated farm has traditionally been 
accepted in American democratic folklore as 
the ideal type. The family-type, owner- 
operated farm pattern of agriculture, how- 
ever, seems over the years to have fought a 
losing battle with tenancy and the gradual 
increase of private and corporation farming 
with wage labor, sharecroppers or tenants. 
The plantation system has long character- 
ized many areas in the South. The various 
types of cooperative group farming form a 
third alternative method of organizing agri- 
cultural production. A fourth method, and 
one which has not yet been tried in this 
country on any widespread basis, is govern- 
mental ownership and operation. 

The decisions affecting the future pattern 
of American agriculture should, and prob- 
ably shall, be made democratically. It is im- 
perative that these decisions be made by citi- 
zens fully informed as to what can be ex- 
pected in performance of each of the alterna- 
tive methods. To provide the required in- 
formation, the performance of existing farm 
operations of these different types needs to 
be subjected to the bright, cold light of sci- 
entific investigation. Many of the existing 
cooperative farming communities were initi- 
ated as experiments. Essential elements of 
experimentation are the making of con- 
trolled observations and the analysis of the 
results of these observations. For these rea- 
sons, the authors’ brief. comments would 
have been more valuable if they had pointed 
out specific potential advantages of coopera- 
tive group farming as compared to family- 
type farming, corporation or large-scale or 
industrial farming, plantation farming, and 
government-owned and -operated farms. 
Moreover, to be acceptable this comparison 
of types of organization would need to be 
made in many separated areas. with varying 
types of farming and with groups of people 
with varying cultural traits and back- 
grounds. The economic organization that 
will work best in a highly specialized cash 


crop area populated by a high proportion of 
negroes might not work out best in a gen- 
eral farming area populated almost entirely 
by white families with an Anglo-Saxon 
background. 


Mr. Norman’s preface does little to ad- 
vance either the thinking or the information 
relative to the choice that must be made con- 
cerning the type of organization of the farm 
economy. The preface is primarily signi- 
ficant in that it predicts a back-to-the-land 
movement of population following the pres- 
ent. war and further predicts that this back- 
to-the-land movement will be characterized 
by the widespread development of coopera- 
tive group farming. Mr. Norman’s presen- 
tation suffers from the lack of a clear-cut 
economic analysis, and is characterized in 
places by wishful thinking and nostalgic 
memories of the spiritual values of rural 
living. However, this preface should be 
read, even though it is neither penetrating 
nor comprehensive. 


Mr. Norman’s brief analysis of the agri- 
cultural history of the nation gets mired 
down in the erroneous concept that the basic 
ills of agriculture stem from low prices and 
“over production.” He applies this same 
reasoning to the urban sector of the economy 
and from this reasoning logically concludes 
that this nation will, after the war, find it- 
self in the chaos of widespread unemploy- 
ment and underemployment. Mr. Norman 
examines and discards national production 
planning as a method of dodging this fate on 
the basis that national production planning 
will carry with it the seeds of the destruc- 
tion of democracy. Thinking people, Mr. 
Norman believes, will find their way out of 
this dilemma by moving to rural areas to 
establish themselves on relatively self-suf- 
ficient farms. Finding farming on an indi- 
vidual basis to be an occupation with great 
hardships, these individual farmers will join 
together and establish cooperative group 
farming communities. 


“Through this manner of organizing life on the land 
which to most Americans must sound very strange 
but which nevertheless has a very typical American 
character, it may be possible to preserve, in the era 
that lies ahead, wherein much change seems fore- 
ordained, the essential qualities of the freedom of 
the people that have been the outstanding glory of 
the American way of life.” (p. 16) 
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Yes, Mr. Norman’s preface will bear 
reading. That this reviewer feels that Mr. 
Norman is incorrect in places, both as to 
facts and as to logic, should not be assumed 
as critical. The prefatory statement reveals 
the conflicts, the confusions, the errors in 
facts and in logic that prevail rather gen- 
erally during this very critical period when, 
for good or ill, decisions on national policies 
affecting the future of agriculture are being 
made by Congress and administrators. The 
reviewer is of the opinion that, finally, bind- 
ing decisions governing the future of the 
family-type farm, of industrial corporative 
farming, of the plantation system, and of 
cooperative group farming will already have 
been made by the end of the present war or, 
if not then, by the close of the immediate 
post-war period. 

As a nation we are deciding whether the 
industrial revolution is to be extended to 
agriculture, and if so, what form it is to 
take. A review of a bibliography is no place 
to go into all of the ramifications of this 
point of view. Mr. Norman’s preface, how- 
ever, if read, analyzed critically and taken 
seriously, should stimulate thought of a very 
much needed sort. 

It is encouraging to know that a research 
group is organized to study this very im- 
portant aspect of national policy at this time. 
If properly organized, such research should 
fill a gap in scientific rural economic and 
sociological literature. The authors state as 
their purpose for preparing the Guide: “It 
is hoped that this Research Guide will stim- 
ulate scholars to investigate the challenge 
which cooperative group farms represent.” 
This is a big job for a bibliography to ac- 
complish. Probably it would be more nearly 
correct to predict that the Research Guide 
will prove useful to those scholars already 
stimulated to make such studies by some 
other motivating influence. 


_ (Opinions and points of view expressed 
im this article are the full responsibility of 
the reviewer and do not necessarily repre- 
sent the policy or official point of view of 
pa “ithe States Department of Agricul- 
ure. 


J. A. BAKER 


Assistant Regional Director, R.R. 
Farm Security Administration 
Little Rock, Arkansas 


Final Report of the Expert Committee on 
Compensation and Betterment. Ministry 
of Works and Planning. London, Eng- 


land: His Majesty’s Stationery Office, 
1942, pp. 180. 2s. 6d. net. 


The present war, with all its horrors, has 
not proven to be an altogether unmitigated 
evil for the people of England. The blitz- 
krieg of the Luftwaffe in the autumn of 1940 
did more to disturb the complacency of Eng- 
lish conservatism than a generation of “nor- 
mal” evolution. Social class lines became 
blurred. The community of interest de- 
picted in the film, “Mrs, Miniver,” pervaded 
the island fortress. Unrestricted and rugged 
individualism was no longer tenable. Ra- 
tioning, regulation of movement, and per- 
formance of miscellaneous compulsory serv- 
ices were the orders of the day. Scarcely 
had the enemy raids eased up—and long 
before the embers from the great fires were 
cold—before the English were clamoring 
for sober consideration of the problems of 
reconstruction. 

At least two great reports for positive 
action have resulted—the Beveridge Report, 
dealing with minimum standards of social 
security, and the Uthwatt Report, concerned 
with compensation and betterment on land 
affected during the reconstruction process. 
The Beveridge Report has been widely pub- 
licized and criticized.. The Uthwatt Report 
has less popular appeal ; nevertheless, it rep- 
resents an important indication of current 
British attitude toward the multifarious eco- 
nomic and social problems that will confront 
the nation when peace comes. 

This second report should be of particu- 
lar interest to all planners, whether rural or 
urban, national or local. The legalists should 
be interested in the proposed adjustments in 
the law of private property, both substantive 
and procedural. And academicians who are 
concerned with the economics of land—par- 
ticularly with land as a factor of production 
and its use, value and tenure—should find 
it instructive. 

The Committee clearly recognized that the 


' most difficult problem confronting those who 
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would improve the economic and social con- 
ditions throughout the world is the conflict 
between restrictions essential to effective 
planning and individual freedom. The Com- 
mittee also recognized three other significant 
requirements: (1) That reconstruction im- 
mediately following the war “is only a small 
part of the whole picture” and, therefore, 
that its task had to be undertaken with the 
total problem in mind (including agricul- 
ture, industry, decongestion, adequate hous- 
ing accommodations, green belts and other 
amenities, public utility services, the trans- 
port and communication system, civil avia- 
tion, and the relation of these matters to 
the demands of future defense) ; (2) “That 
planning is intended to be a reality and a 
permanent feature of the administration of 
the internal affairs of the country” ; and (3) 
That planning, as it is conceived today, en- 
compasses national development. 


In order to insure the consideration of 
national as well as local matters, the Com- 
mittee recommended the establishment of a 
Minister of National Development to be es- 
pecially charged with national planning and 
development. The Minister of National De- 
velopment would be the center of thought, 
of informed vision, and of unified control of 
land use and coordination among existing 
departments. In securing adequate coordi- 
nation of activities of the several depart- 
ments, he would operate similarly to the 
Office of Land Use Coordination of the 
United States Department of Agriculture. 
As a clearing house for national thinking 
and long-time planning, his office would 
function somewhat similarly to the National 
Resources Planning Board. It would, how- 
ever, have the power to demand action of 
appropriate existing government depart- 
ments. Thus, the settlement of broad prin- 
ciples of policy would be the responsibility 
of the minister, schemes for carrying out 
the policy would be developed in coopera- 
tion with the departments concerned, while 
the execution of the schemes would be the 
sole responsibility of existing departments. 


With this background the Committee at- 
tacked the task assigned to it, ie., that of 
making “‘an objective analysis of the subject 
of the payment of compensation and recov- 
ery of betterment in respect of public control 
of the use of land,” and to advise “what 
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steps should be taken now or before the end 
of the war to prevent the work of recon- 
struction thereafter being prejudiced.” 


As regards the latter, the Committee rec- 
ommended, in an interim report: (a) That 
the payment of compensation in respect to 
public acquisition or control of land should 
not exceed pre-war values, i.e., values as of 
March 31, 1939; (b) That there be vested 
in a central planning authority the power to 
prevent building and other development that 
might be prejudicial to reconstruction; (c) 
That areas subject to reconstruction be de- 
fined as soon as practicable and brought un- 
der the control of the national planning 
agency. Although drafting of necessary leg- 
islation on these proposals was started, it 
was finally deemed advisable to wait for the 
Final Report of the Committee and also for 
the Report of the Committee on Land Utili- 
zation in Rural Areas. 


The recommendations are too numerous 
and extensive to outline here. A few of 
them, however, showing the general scope 
and tenor of the report can be mentioned. 
Those on undeveloped land provided for the 
immediate transfer to the state of the rights 
of development in all land lying outside of 
built-up areas on the payment of fair com- 
pensation, and the granting of compulsory 
powers for acquiring the land itself when 
wanted for development purposes. Under 
this scheme the only right subtracted from 
the total bundle of rights held by the owner 
would be the right of development. Owners 
would retain the right of possession and of 
powers of ownership, use and disposal ex- 
cept only that development would be pro- 
hibited. For developed land it was recom- 
mended: (a) That wide powers be granted 
for the compulsory acquisition of the whole 
of an area when a competent planning au- 
thority had designated it as a reconstruction 
or replanning area; (b) That no legal right 
te preferential treatment be conferred on 
dispossessed owners; (c) That once any in- 
terest in land had passed into public owner- 
ship it should be disposed of only by leasing 
and not by sale. Recommendations on the 
recovery of betterment (the contribution of 
the person benefited by public expenditure 
to the extent of -the increased value of his 
property) provided that present laws on re- 
covery by set-off and by direct charge be 
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replaced by an ingenious scheme for a pe- 
riodic levy on a proportion of the increase 
in annual site values. Certain suggestions 
for strengthening the general powers to buy 
land compulsorily for recoupment purposes 
were made. 

The general reasoning underlying these 
recommendations may be outlined briefly as 
follows: (a) The compensation-betterment 
roblem grows out of the facts that pri- 
vately held land is a marketable commodity 
with varying values and that land is held 
by numerous owners whose individual in- 
terests lie in putting their particular parcel 
of land to its most profitable use; (b) The 
needs of society demand the best use of all 
land irrespective of the financial returns on 
individual parcels; (c) Ownership of land 
involves duties as well as rights; (d) Some 
restrictions may be imposed without depri- 
vation of property rights, and for these there 
is no liability to pay compensation ; (e) Oth- 
er restrictions may be so severe as to be- 
come equivalent to expropriation and these 
should carry the right to compensation. 

The crux of the problem, therefore, was 
to reconcile public and private interests. This 
is the central problem confronting those who 
would improve, through democratic pro- 
cesses, the economic and social conditions of 
the masses in a capitalistic economy. 


MarsHa_Lt D. Harris 


Bureau of Agricultural Economics 
U. S. Department of Agriculture 
Washington, D. C. 
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New York Plans for the Future. By Cleve- 
land Rodgers. New York: Harper and 
Brothers, 1943. pp. 293. $3.00. 


Cleveland Rodgers is an old newspaper- 
man with, as he indicates in the preface, a 
record of thirty years of active interest in 
city planning, capped with membership on 
New York’s full-time Planning Commis- 
sion. He has the journalist’s ability to 
choose from a huge interwoven mass of facts 
and principles, a dozen good news stories. 


and several editorials on city planning in 
New York. Joined by clever transitional 
paragraphs, these make up the book. 

His pose is that of the disinterested re- 
porter but his very first chapter fairly sings 
with affection for old—and new — New 
York. His method is that of the story tell- 
er; but in the second half of the book, be- 
hind such catchy headings as “Babies and 
Real Estate Values,” can be discerned the 
usual systematic, topical treatment of city 
planning studies, including “The Planning 
Organization,” “Zoning,” ‘“‘Land Use Plan,” 
“Highway Plan,” and “Housing Plan.” The 
two halves are fairly distinct and the differ- 
ence is emphasized by the insertion of a pho- 
tographic section that is a good, comprehen- 
sively brief, pictorial summary of New 
York. 


The book strides along from the opening 
“perspective” chapter through half a dozen 
masterly essays on the history of New 
York. A good reporter may be expected to 
stumble through economics, land policy, 
public finance, and city politics, but each of 
these fields seems to be Rodgers’ specialty. 
He has chosen an evolutionary approach 
and the history skims along while he tosses 
off utterly shrewd comments and brilliant 
conclusions about each. The most dramatic 
of the descriptions is, of course, the story 
from the city-hall “beat”—full of personali- 
ties and conflict. It is done up in approved 
muckraking style, with “leadership under 
fire from several directions,’ murder “re- 
vealing rottenness in the Police Depart- 
ment,” New York becoming “a wide-open 
town in every sense of the word,” sloganeers 
shouting “To Hell with Reform” and “The 
Tiger Shall not Cross the Bridge,” and fi- 
nally Al Smith and Fiorello La Guardia rid- 
ing in and slaying the dragons. 


New York City’s Planning Commission 
has been occupied in each of its Annual Re- 
ports with problems of the finance and ad- 
ministration of a metropolitan area within - 
the federal framework. Rodgers seems to 
advocate some form of metropolitan govern- 
ment but he denies that an extension of 
boundaries would do the trick. Without 
mentioning other means of obtaining inte- 
gration he concludes with the disappointingly 
vague statement: “All that is needed is rec- 
ognition of existing conditions and adjust- 
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ments which correspond to these realities.” 

Recent Commission-sponsored efforts to 
remove zoning deficiencies should prove ex- 
tremely interesting to planners everywhere. 
The chapter, “Where Business and Indus- 
try Belong,” is good, applied, economic-ge- 
ography. Incidentally, figures are cited which 
duplicate the nationwide overzoning experi- 
ence. The portion of the city’s gross area 
which is used for business and industry is 
13.5 per cent while that zoned for it is 45.9 
per cent. More unusual is the statement of 
the case against the residential zoning en- 
velope which, though now developed at 190 
persons per acre, is zoned for 1990! 

The heart of the book, from the point of 
view of current controversy, lies in the dis- 
cussion of decentralization and redevelop- 
ment. Formerly the argument on both sides 
seems to have neglected the question of 
changes in family status (and thus in hous- 
ing needs). Mr. Rodgers notes not only 
that some are forming and some are en- 
larged by births, but that there are various 
other critical points in a family’s history as 
the children grow.up and deaths occur. It 
would have been more interesting if he had 
developed the point and come to some clear- 
er conclusion as to whether all types of fam- 
iles, whatever their current status, should be 
housed in both new and redeveloped sec- 
tions. 

In scattered tidbits the book offers some 
neat epigrams on democratic planning as 
when the whole nonsensical dichotomy be- 
tween “to plan” and “not to plan” is 
knocked into a cocked hat by his one brusque 
sentence: “In New York things are made 
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to happen by people who have an interest 
in seeing that they take place.’” Perhaps the 
most incisive statement is that the Maste: 
Plan is “in effect a work of collaboration 
between the City Planning Commission and 
the public.” But the topical organization of 
the book tends to break up the discussion of 
planning per se. 

His notion of planning as democratic col- 
laboration seems strangely contradicted by 
his complacent acceptance of a type of plan- 
ning which he describes as concentration on 
limited objectives and insistence on gains in 
separate sectors without ever disclosing the 
larger purposes. Yet “larger purposes” pre- 
sumably are the only matters on which the 
public, as laymen, can have opinions! If 
citizens are not allowed to control or even 
discuss purposes, where is the democracy? 
To a city formerly graft-ridden, demoral- 
ized and unable to say what it wanted, this 
type of “planning” might have been accept- 
able. Perhaps Rodgers has been carried 
along with New York’s hero-worship for 
the man to whom the planning is ascribed— 
Robert Moses, the stormy and dynamic ne- 
gotiator for parks and other projects in the 
New York area who accomplished so much 
in those undemocratic and confused days. 
Undoubtedly, if the book had been so or- 
ganized as to bring together his various 
thoughts on planning, Mr. Rodgers would 
not have become entangled in such a basic 
contradiction. 


GeEorGE S. DuGGaR 


New York City 





